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104TH CONGRESS REPORT
1st Session HOUSE OF REPRESENTATIVES 104—120

CONCURRENT RESOLUTION ON THE BUDGET FOR FISCAL
YEAR 1996

May 15, 1995.—Committed to the Committee of the Whole House on the State of
the Union and ordered to be printed

Mr. KasicH, from the Committee on the Budget,
submitted the following

REPORT

together with

MINORITY, DISSENTING, AND ADDITIONAL VIEWS

[To accompany H. Con. Res. 67]

SUMMARY AND OVERVIEW

This budget is not just about the Federal Government's fiscal
strategy for 1996 through 2002. It is about America’s future. It is
about creating the potential for prosperity, safety, and a better life
for virtually every American. It is about:

—Showing true compassion by lifting the yoke of dependency fash-
ioned by the welfare state and replacing it with an opportunity
society—one in which the exercise of personal responsibility is
assumed, and the achievement of an individual’'s destiny Is a
product of his or her energy and effort.

—Restoring freedom by ending centralized bureaucratic microman-
agement.

—Enhancing prosperity, economic growth, and take-home pay by
reducing taxes, litigation, and regulation.

—Creating opportunity for every American by leading the trans-
formation to a third-wave, information-age society.

—Ensuring a safe future for our children and our retirement years
by balancing the Federal budget and solving the financial crisis
in Medicare.
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The majority party in American politics must lead the civic dis-
cussion about these issues—about pursuing the American idea. It
is a moral responsibility. The debate over this fiscal year 1996
budget should be a forum for that debate.

COMPONENTS OF A FREE SOCIETY

To begin with, there is no question about the will of the Amer-
ican people: They want Congress to cut spending and balance the
budget. They correctly perceive a balanced budget as a fundamen-
tal means of controlling the outrageous and self-promoted growth
of the Federal Government. As long as the government continues
to borrow, to spend beyond its means, it will continue to grow be-
yond the scope ratified by those who pay the bills. There is no rea-
son why the Federal Government should not adhere to the same
budgeting practices employed by every responsible American fam-
ily.

The philosophical framework for the strategy of this budget can
be found in Jefferson’'s four components of a free society. In this
model, a free society consists of the following:

1. Culture and society setting the rules by which Americans
live.

2. Civic responsibility, expressed through nonprofit, private
associations, as de Tocqueville described them.

3. The vast sector of private property, free markets, entre-
preneurship, and the creation of wealth.

4. Limited, effective government.

It is crucial to understand that when government grows, it does
so at the expense of the other three elements of society: Govern-
ment increasingly makes the rules; it absorbs civic responsibility,
thereby disempowering Americans’ private associations; it swallows
ever-growing shares of the market. This budget seeks to restore
control over government’s growth so the rest of society can thrive.

HEARING FROM THE PEOPLE—AGAIN

As a rule, Americans do not speak in such theoretical terms, but
they feel the results in their own experience. They also can feel it
in their bank accounts. Total government taxes per household,
measured in constant 1990 dollars, were $18,500 in 1994, nearly
three times their level in 1950. Federal taxes as a share of median
household income have risen from 5 percent in 1950 to 16 percent
in 1970 to 24 percent in 1990. If taxes today were at the same level
as they were in 1970, the average family would have $4,000 more
in take-home pay.

Americans’ response to this situation was clearly recorded on No-
vember 8, 1994. It was repeated over and over during the early
months of this year, when Budget Committee members conducted
field hearings across the country to learn about the public’s atti-
tude toward spending. The hearings packed meeting halls. Resi-
dents in Columbus, OH, battled a snowstorm to attend the hearing
there, on January 21. In Montana, a 90-year-old woman and her
80-year-old sister drove 2% hours to attend the February 18 ses-
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sion in Billings. Similar enthusiasm was expressed by the hun-
dreds of hearing attendees in Prescott, AZ, January 28; Columbia,
SC, February 4; and Manville, NJ, February 11. Committee mem-
bers heard from farmers who wanted their subsidies cut; a small-
business owner who wanted the Small Business Administration
abolished; and senior citizens who offered whatever they could to
help solve the debt problem. Countless people who don't know what
“federalism” means did know that they want more of it. As one
local official put it:

I would suggest that when we look at restructuring our
government, we get over the fear that Washington knows
best and that localities will not do the right thing. We are
the level of government people can reach out and touch.
We go to church with these people, we work with them, we
are the level of government that will be responsible and
accountable. Give us the opportunity to do the right thing.

THE PATH To BALANCE AND GOVERNMENT REFORM

These people might not be prepared to cite the figures associated
with the government's debt, but they can sense it's a problem of
large proportions. As usual, the people are right. The problem is
fast becoming a crisis. Consider: The current Federal debt is ap-
proximately $4.8 trillion. Interest on the debt is $235 billion. If the
growth of government spending is not curtailed, the debt will reach
$7.533 trillion by 2005, with interest payments of $412 billion.
Over the next 15 years—if current patterns are allowed to con-
tinue—accumulated interest payments will total $5.2 trillion. As
early as 1997, Americans will pay as much interest on the debt
each year—$270 billion—as they pay for national defense.

Even now, Americans are paying for this debt in another way:
in the form of interest rates that are about 2 percentage points
higher than they would be if the budget were balanced. This adds
as much as $37,000 over 30 years to the mortgage on a $75,000
home.

A balanced budget likely will lower current interest rates by
about 2 percentage points. This, in turn, will boost economic activ-
ity, leading to the following concrete benefits:

—It will lead to the creation of 4.25 million more jobs over the next
10 years.

—It will increase per capita incomes 16.1 percent.

—It will generate $235 billion more revenue for the Federal Gov-
ernment without a tax increase.

—It will generate $232 billion more revenue for State and local
governments without a tax increase.

To reach balance, this budget achieves $1.157 trillion in deficit
reduction over 7 years. By the time the task is complete, in 2002,
total Federal spending will be $1.814 trillion, compared with about
$1.5 trillion today. Thus, Federal spending will continue to grow,
but at a slower rate than under current policies.

But the determined pursuit of a balanced budget is much more
than a numbers game. It is a catalyst for reevaluating the govern-
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ment down to its core. Getting government back to living within its
means will require fundamental, systemic reform, including the fol-
lowing steps:

Accepting the Full Tax Cuts From the Tax Fairness and Deficit
Reduction Act of 1995 (H.R. 1215). These tax cuts, passed by the
House on April 5, 1995, force an assault on government spending,
because current enforcement rules—the pay-as-you-go require-
ment—demand spending cuts commensurate with any projected
loss of revenue. In other words, the tax cuts compel spending re-
straint.

The tax cuts—promised in the Republican Contract With Amer-
ica—also are worthy policy on their own. The committee’'s report
accompanying H.R. 1219, the Discretionary Spending Reduction
and Control Act of 1995, amply justified these tax cuts, but several
points are worth repeating.

First, the $500-per-child family tax credit—the cornerstone of the
contract tax relief—will benefit, overwhelmingly, working families:
74 percent of the beneficiaries will be families with incomes below
$75,000 a year; 89 percent will be families making less than
$100,000 a year. The credit will reduce, by 10 percent, the tax bur-
den of a family of four with a $40,000-a-year income.

Two historical facts support the value of this relief. In 1948, the
average American family with children paid 3 percent of its income
to the Federal Government in income and payroll taxes. Today,
such a family’s Federal tax burden is 24.5 percent of its income.
Second, recent census data show that since 1989—the peak of the
economic expansion that occurred under President Reagan—the
typical American household has lost $2,344 in income, a decline of
7 percent. Clearly, the family tax credit is a helpful way to begin
correcting these trends.

The other major component of the contract tax package com-
prises incentives for economic growth, principally the capital gains
tax exclusion. Here is an attempt at a plain-spoken explanation of
why it will work. This provision reduces a disincentive for capital
formation. More capital formation will promote greater corporate
expansion, which in turn provides ever-improving opportunities for
American families.

Incorporating House Passage of Welfare Reform. No one questions
that the current welfare system needs reform. The system is harm-
ful to the very people it is supposed to help. It shackles them to
a life of dependency rather than pushing them toward self-suffi-
ciency. It also shackles taxpayers. Here are some of the facts of this
failure:

—Welfare spending now exceeds $305 billion a year and has to-
talled $5 trillion since 1965—more than the cost of winning
World War I1.

—This $305 billion is about three times the amount needed to raise
all poor Americans above the poverty line.

—Since 1970, the number of children in poverty has increased 40
percent.

—Since 1965, the juvenile arrest rate for violent crimes has tripled.
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—Since 1960, the number of unmarried pregnant teens has nearly
doubled and teen suicide has more than tripled.

The House welfare reform plan (H.R. 4, the Personal Responsibil-
ity Act of 1995), which passed the House on March 24, mantains
a safety net that will not entangle its beneficiaries. It renews the
basic values of American civilization, emphasizing work, family,
and opportunity, and it reestablishes property ownership and full
citizenship for the poor. In short, it replaces caretaking with car-
ing.

Calling for Real Cuts in Discretionary Spending From the Fiscal
Year 1995 Level. The discretionary spending cuts in this bill truly
are cuts in the way normal Americans would understand—they re-
duce spending $150 billion over 7 years from current levels, not
from some inflated, bureaucratic estimate of projected spending.

Providing Sufficient Funds to Strengthen National Defense—
$1.35 Trillion Over the Next 5 Years. The Pentagon is not exempt
from the drive to balance the budget. But the defense strategy re-
flected in this budget is responsible, sustainable, and matched by
the requisite number of dollars—in contrast to the mismatch be-
tween spending and strategy reflected in the Clinton budget.

Cutting Foreign Aid by $29 Billion. Many foreign aid programs
are wasteful and counterproductive. They need to be reformed.

Keeping the Promise of Protecting Social Security. This budget
makes no changes whatsoever in Social Security benefits, and it re-
peals the increased taxes on Social Security benefits that were part
of the 1993 Clinton/Democrat tax bill.

Block Granting Medicaid and Reducing Its Growth Rate to 4 Per-
cent by 2002. This plan holds Medicaid spending growth to a sus-
tainable rate and shifts the operation of this program where it be-
longs—to State governments. It is consistent with proposals by the
Nation’s Republican Governors.

Block Granting Job Training. In a report to the Budget and Eco-
nomic and Educational Opportunities Committee, the General Ac-
counting Office identified 163 different Federal job training pro-
grams. The Department of Labor in its fiscal year 1996 Budget pro-
posed consolidating about 70 employment and training programs
explaining:

Existing [job training] programs have conflicting rules
and administrative structures, confuse the people they are
intended to help, add bureaucracy at every level, and
waste taxpayer money.

Combining these programs into block grants would eliminate du-
plicative programs, increase management efficiency and provide
the states the flexibility to develop innovative programs. This pro-
posal assumes block granting would consolidate 64 programs and
would total approximately $7.5 billion a year. The Opportunities
Committee may pursue an even more ambitious plan.

Eliminating the Departments of Education, Commerce, and En-
ergy. These proposals are consistent with plans being drafted by
House Republican freshmen to discard needless and unwieldy bu-
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reaucratic structures. This budget also terminates or privatizes 284
programs, 13 agencies, and 69 commissions.

Reforming Veterans Programs, Student Loans, Agriculture, Fed-
eral Retirement, and Publicly Assisted Housing. The task of bal-
ancing the budget is a shared project, including the efforts of these
constituencies.

Privatizing the General Services Administration, Public Broad-
casting, and Power Marketing Administrations. Many speak of the
virtues of the competitive private sector. Privatizing the public in-
stitutions above will give further proof.

Eliminating Unfair, Market-Distorting Federal Subsidies. Many
of the Nation’s largest corporations receive Federal grants for work
the companies would pursue on their own. In other cases, these
funds only promote a cumbersome, backward-looking industrial
policy. This budget halts these outrages.

THE CRisIS IN MEDICARE

Finally, there is Medicare. The political sensitivity of this issue
reflects, in part, the extent to which American senior citizens are
protective of this program. But the program’s popularity is pre-
cisely the reason to worry about its financial prospects. In the past
7 years, the Federal Government has spent $923 billion on Medi-
care. In the next 7 years, the program’s spending will total $1.87
trillion, under current policies. The government spent, on average,
$4,684 for each Medicare beneficiary in 1995. In 2002, the cost of
Medicare per beneficiary will be $8,415.

These trends cannot be sustained: They threaten Medicare’s
long-term solvency. If no solution is found, the Medicare Part A
Trust Fund is projected to be broke by 2002. The Part B Trust
Funds already draw tens of billions of dollars from general reve-
nues each year just to stay afloat. Guy King, former chief actuary
at the Health Care Financing Administration, says Congress must
immediately reduce the growth in Medicare spending by one-third
or increase payroll taxes by more than 50 percent to keep Medicare
Part A in balance over the next 25 years.

Medicare does not need to be cut; it needs to be transformed in
such a way as to adjust its growth to a rate that can be sustained
for the long term.

The Committees on Commerce and Ways and Means will address
this issue this summer and will seek to draft a long-term solution.
In the meantime, this budget describes three potential strategies
for reforming Medicare. As is true of other proposals here, these
strategies are offered for illustrative purposes only. The Budget
Committee hopes these road maps can provide a starting point for
the crucial Medicare debate to come.

Critics are welcome to challenge this plan, in its scope or its de-
tail; that is part of the needed debate. But in fairness, a principle
set down by the President in 1993 ought to be followed: Those who
would criticize this plan should be required to offer their own alter-
natives—with the same level of comprehensiveness and specific-
ity—to balance the Federal budget by 2002.
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CONCLUSION

America stands at a crossroads. Down one path lies more and
more debt and the continued degradation of the Federal Govern-
ment and the people it is intended to serve. Down the other lies
the restoration of the American dream—the romantic vision in
which families improve their lives through responsibility and hard
work; in which the sturdiest safety net is fashioned by communities
of neighbors helping neighbors; in which the government operates
within its means; and in which every problem is a challenge and
an opportunity. We choose the second of these roads. We do it be-
cause it's right. We do it because it's sensible. We do it because
America’s future does not belong to the Congress, or the adminis-
tration, or any political party. It belongs to the American people
themselves.

SUMMARY TABLES
HOUSE BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars]

Committee recommendation—total budget

1996 1997 1998 1999 2000 2001 2002

Budget authority
Outlays ........
Revenues ....
Deficit (—)/Surplus (+
Debt subject to limit
050 National defense:

Budget authority ... 267.3 269.3 2773 2813 2873 287.3 287.2

OUEIAYS .cvoovveercereie s 265.1 265.3 265.3 271.3 279.3 279.3 279.2
150 International affairs:

Budget authority . 15.8 13.7 11.3 9.7 105 12.0 12.0

Outlays 17.0 15.1 13.3 115 10.0 111 10.7
250 General science, space and technology:

Budget authority .

15921 16431 16852 17328 17754 18032 18410
15864 16240 16500 1,700.7 17496 17777 18146
14322 14505 15110 15696 16413 17224 18152
—1542 -—1735 -1390 -131.1 -—1083 —553 +0.6
51950 55161 58098 6,09.7 63743 66144 6,806.1

16.7 16.3 15.7 153 14.9 14.9 14.9

Outlays 16.9 16.6 16.0 15.4 15.0 14.9 149
270 Energy:

Budget authority 44 39 36 39 36 36 35

Outlays 43 32 29 31 2.7 25 2.3

300 Natural resources and environment:
Budget authority
Outlays

350 Agriculture:

193 19.1 17.2 18.6 174 17.9 178
20.2 19.9 178 19.1 17.8 18.2 18.1

Budget authority 13.0 12.8 116 114 10.2 8.1 81

Outlays 118 115 10.4 10.1 9.0 71 7.0
370 Commerce and housing credit:

Budget authority 6.4 10.9 40 5.1 17 13 1.0

Outlays —6.9 -34 -6.1 -31 —36 -25 —26

400 Transportation:
Budget authority 405 427 435 437 443 438 433
Outlays 388 375 36.6 356 349 342 337

450 Community and regional development:

Budget authority 6.7 6.7 6.7 6.7 6.7 6.2 6.1
Outlays 9.9 7.8 6.7 6.5 6.6 6.4 6.4

500 Education, training and social services:

Budget authority

45.7 45.0 44.9 454 45.9 45.0 44.6

Outlays 52.3 46.4 446 4.7 45.2 442 437
550 Health:

Budget authority . 121.9 127.7 132.1 136.7 1415 146.3 149.1

Outlays 122.3 1278 132.2 136.7 1414 146.2 148.9

570 Medicare:
Budget authority ............coveeervevrinnernrenns 177.6 186.6 195.9 206.3 2148 224.4 234.6
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HOUSE BUDGET COMMITTEE RECOMMENDATION—Continued

[In billions of dollars]

Committee recommendation—total budget

1996 1997 1998 1999 2000 2001 2002

OULIAYS vvvverevrreierirese i 175.2 185.0 194.2 203.7 212.9 2224 2324
600 Income security:

Budget authority 2227 2318 248.4 255.4 265.9 267.6 277.6

Outlays 225.0 235.3 243.9 254.3 267.6 269.0 279.1
650 Social Security:

Budget authority ... 354.3 374.1 394.3 4139 4339 455.0 477.2

Outlays 354.2 373.0 393.2 412.6 4327 453.7 475.7
700 Veterans benefits and services:

Budget authority 37.6 38.1 385 39.1 39.2 39.7 40.1

Outlays 36.9 38.1 385 39.0 40.6 412 416
750 Administration of justice:

Budget authority ...........cooeeuvvviiiinnnniinns 178 16.9 16.6 16.4 16.4 16.0 15.9

OULIAYS oo 17.8 17.1 16.9 16.7 16.6 16.2 16.1
800 General government:

Budget authority 116 11.6 125 11.7 12.1 11.3 11.3

Outlays 124 11.8 12.6 115 12.0 111 11.0
900 Net interest:

Budget authority ... 256.3 259.6 258.7 259.2 258.5 252.8 248.6

Outlays 256.3 259.6 258.7 259.2 258.5 252.8 248.6
920 Allowances:

Budget authority ... —-23 —24 —24 —-25 —26 —2.6 —2.6

Outlays -19 -23 -25 -27 —28 -29 -29
950 Offsetting receipts:

Budget authority —412 —413 =452 —445 —468 —474 —493

Outlays —41.2 —413 —1452 —445 —46.8 —474 —493

HOUSE BUDGET COMMITTEE RECOMMENDATION
[In billions of dollars]
Committee recommendation—on budget
1996 1997 1998 1999 2000 2001 2002

Budget authority 12859 13219 13558 13888 14218 14360 14598
Outlays .... 12870 13139 13268 13635 14008 14142 14373
Revenues 10575 1,0585 1,096 11387 11893 12472 13166
Deficit (—)/Surplus (+) —2554 —2272 —2248 -—2115 -—1670 —1207
Debt subject to lMit .......ccccoverrmrernerrerirnennns 5516.1 58098 6,099.7 63743 66144 6,806.1
050 National defense:

Budget authority 267.3 269.3 2773 2813 287.3 287.3 287.2

OUEIAYS .cvoovevercereie e 265.1 265.3 265.3 271.3 279.3 279.3 279.2
150 International affairs:

Budget authority 15.8 13.7 113 9.7 10.5 12.0 12.0

Outlays 17.0 15.1 13.3 115 10.0 111 10.7
250 General science, space and technology:

Budget authority 16.7 16.3 15.7 153 14.9 14.9 149

Outlays 16.9 16.6 16.0 15.4 15.0 14.9 14.9
270 Energy:

Budget authority 44 39 36 39 36 36 35

Outlays 43 3.2 29 31 2.7 25 2.3
300 Natural resources and environment:

Budget authority 19.3 19.1 17.2 18.6 174 17.9 17.8

Outlays 20.2 19.9 17.8 19.1 17.8 18.2 18.1
350 Agriculture:

Budget authority ... 13.0 12.8 11.6 114 10.2 8.1 8.1

Outlays 118 115 10.4 10.1 9.0 7.1 7.0
370 Commerce and housing credit:

Budget authority .........cooeeveeenvevnciinnns 23 41 28 22 19 13 1.0

OUEIAYS .vvoovvvireerereiss e —-6.9 —26 —47 -30 —-22 —-25 —26
400 Transportation:

Budget authority ..........ccoevevnvivnerienns 40.5 42.7 435 437 44.3 43.8 43.3
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HOUSE BUDGET COMMITTEE RECOMMENDATION—Continued

[In billions of dollars]

Committee recommendation—on budget

1996 1997 1998 1999 2000 2001 2002

OULIAYS ovvvvervarreesieseresesssessseesne 38.8 375 36.6 356 349 342 337
450 Community and regional development:

Budget authority ... 6.7 6.7 6.7 6.7 6.7 6.2 6.1

Outlays . 9.9 7.8 6.7 6.5 6.6 6.4 6.4
500 Education, training and social services:

Budget authority ... 457 45.0 449 454 459 45.0 446

Outlays 52.3 46.4 446 447 452 442 437
550 Health:

Budget authority 1219 127.7 132.1 136.7 1415 146.3 149.1

Outlays 1223 1278 132.2 136.7 1414 146.2 148.9
570 Medicare:

Budget authority ..........ccocceuvvviiiinenniinns 1776 186.6 195.9 206.3 2148 224.4 2346

OULIAYS vvoveverrrieerieei s 175.2 185.0 194.2 203.7 212.9 2224 2324
600 Income security:

Budget authority 222.7 2318 248.4 255.4 265.9 267.6 277.6

Outlays 225.0 235.3 243.9 254.3 267.6 269.0 279.1
650 Social Security:

Budget authority 59 8.1 8.8 9.6 105 111 11.7

Outlays 85 10.5 11.3 12.1 12.9 135 14.1
700 Veterans benefits and services:

Budget authority 37.6 38.1 385 39.1 39.2 39.7 40.1

Outlays 36.9 38.1 385 39.0 40.6 412 416
750 Administration of justice:

Budget authority . 178 16.9 16.6 16.4 16.4 16.0 15.9

OULIAYS vvovevvereceer e 17.8 17.1 16.9 16.7 16.6 16.2 16.1
800 General government:

Budget authority ........ccconvevennerrininnns 116 116 125 117 12.1 113 113

OUEIAYS .voevereceieee s 12.4 11.8 12.6 115 12.0 111 11.0
900 Net interest:

Budget authority ... 295.8 304.1 308.4 314.3 3194 320.0 322.6

Outlays ... 295.8 304.1 308.4 3143 3194 320.0 322.6
920 Allowances:

Budget authority —-23 —24 —24 —-25 —26 —2.6 —2.6

Outlays -19 -23 —-25 =27 —-28 —-29 —-29
950 Offsetting receipts:

Budget authority —344 —342 376 -—-364 -—381 =379 -390

Outlays —344 —34.2 -376 —364 —381 —-37.9 —39.0

HOUSE BUDGET COMMITTEE RECOMMENDATION
[In billions of dollars]
Committee recommendation—off-budget
1996 1997 1998 1999 2000 2001 2002

Budget authority 306.2 3212 3294 344.0 353.6 367.2 381.2
Outlays ... 299.4 310.1 323.2 337.2 348.8 363.5 377.3
Revenues ... 3747 392.0 4114 430.9 452.0 475.2 498.6
Deficit (—)/Surplus ( +75.3 +81.9 +88.2 +93.7  +1032  +1117  +1213
Debt subject to limit NA NA NA NA NA NA NA
050 National defense:

Budget authority 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Outlays 0.0 0.0 0.0 0.0 0.0 0.0 0.0
150 International affairs:

Budget authority ... 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Outlays 0.0 0.0 0.0 0.0 0.0 0.0 0.0
250 General science, space and technology:

Budget authority .........coocevevnerencrinnns 0.0 0.0 0.0 0.0 0.0 0.0 0.0

OUEIAYS vvoevvvecerereie s 0.0 0.0 0.0 0.0 0.0 0.0 0.0
270 Energy:

Budget authority ..........ccooevevneivnerinnns 0.0 0.0 0.0 0.0 0.0 0.0 0.0
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HOUSE BUDGET COMMITTEE RECOMMENDATION—Continued

[In billions of dollars]

Committee recommendation—off-budget

1996 1997 1998 1999 2000 2001 2002

OULIAYS ovvvvervarreesieseresesssessseesne 0.0 0.0 0.0 0.0 0.0 0.0 0.0
300 Natural resources and environment:

Budget authority .... 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Outlays ... 0.0 0.0 0.0 0.0 0.0 0.0 0.0
350 Agriculture:

Budget authority .... 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Outlays 0.0 0.0 0.0 0.0 0.0 0.0 0.0
370 Commerce and housing credit:

Budget authority .... 41 6.8 12 29 -0.2 0.0 0.0

Outlays 0.0 -08 -14 -01 —-14 0.0 0.0
400 Transportation:

Budget authority ... 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Outlays ... 0.0 0.0 0.0 0.0 0.0 0.0 0.0
450 Community and regional development:

Budget authority ... 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Outlays 0.0 0.0 0.0 0.0 0.0 0.0 0.0
500 Education, training and social services:

Budget authority ... 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Outlays 0.0 0.0 0.0 0.0 0.0 0.0 0.0
550 Health:

Budget authority ... 0.0 0.0 0.0 0.0 0.0 0.0 0.0

OUEIAYS .ovvvovvvericeirerississeiees 0.0 0.0 0.0 0.0 0.0 0.0 0.0
570 Medicare:

Budget authority ... 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Outlays 0.0 0.0 0.0 0.0 0.0 0.0 0.0
600 Income security:

Budget authority 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Outlays 0.0 0.0 0.0 0.0 0.0 0.0 0.0
650 Social Security:

Budget authority ... 348.4 366.0 3855 404.3 4234 443.9 465.5

Outlays 3457 3625 3819 4005 419.8 440.2 461.6
700 Veterans benefits and services:

Budget authority ... 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Outlays 0.0 0.0 0.0 0.0 0.0 0.0 0.0
750 Administration of justice:

Budget authority ... 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Outlays 0.0 0.0 0.0 0.0 0.0 0.0 0.0
800 General government:

Budget authority ... 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Outlays 0.0 0.0 0.0 0.0 0.0 0.0 0.0
900 Net interest:

Budget authority ... —395 —445 —497 -551 —609 —672 —740

Outlays ... —39.5 —445 —49.7 —551 —60.9 —67.2 —74.0
920 Allowances:

Budget authority ... 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Outlays 0.0 0.0 0.0 0.0 0.0 0.0 0.0
950 Offsetting receipts:

Budget authority —6.8 -71 -76 -81 —-87 -95 -—-103

Outlays —6.8 -71 —-7.6 -81 —-87 —-95 -—103

FY 1996 Budget Resolution—Credit Budget
[In billions of dollars]
1996 1997 1998 1999 2000 2001 2002 5Yr 7Yr
Direct LOans .........ccocuuvvnnerviinnnns 37.6 40.2 42.3 45.7 45.8 45.8 461 2116 3035
Guaranteed L0oans .......ccooconeeen. 1934 1879 1853 1833 1847 1861 1876 9346 13083
050 NATIONAL DEFENSE
Direct Loans ............... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
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FY 1996 Budget Resolution—Credit Budget—Continued

[In billions of dollars]

1996 1997 1998 1999 2000 2001 2002 5Yr 7Yr
Guaranteed Loans ...... 17 17 17 17 17 17 17 85 11.9
050 INTERNATIONAL AFFAIRS
Direct Loans .............. 5.7 5.7 5.7 5.7 5.7 5.7 5.7 285 39.9
Guaranteed Loans ...... 183 183 183 183 18.3 18.3 183 915 1281
250 GENERAL SCIENCE, SPACE,
AND TECHNOLOGY
Direct Loans ............... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Guaranteed Loans ...... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
270 ENERGY
Direct Loans .............. 12 1.2 12 1.2 12 12 12 6.0 8.4
Guaranteed Loans ...... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
300 NATURAL RESOURCES AND
ENVIRONMENT
Direct LOaNs ..........co... 0.1 0.1 0.1 0.1 0.1 0.1 0.1 05 0.7
Guaranteed Loans ...... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
350 AGRICULTURE
Direct Loans ............... 115 115 10.9 11.6 114 11.1 10.9 56.9 78.9
Guaranteed Loans ...... 57 57 5.7 5.7 5.7 5.7 57 285 39.9
370 COMMERCE AND HOUSING
CREDIT
Direct LOaNs ..........c.... 14 14 14 14 14 14 14 7.0 9.8
Guaranteed Loans ...... 1231 1231 1231 1231 1231 1231 1231 6155 8617
400 TRANSPORTATION
Direct Loans ............... 0.2 0.2 0.2 0.2 0.2 0.2 0.2 1.0 14
Guaranteed Loans ...... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
450 COMMUNITY AND REGIONAL
DEVELOPMENT
Direct Loans ..... . 2.7 2.7 27 27 27 27 2.7 135 18.9
Guaranteed Loans ...... 12 12 1.2 1.2 12 12 12 6.0 8.4
500 EDUCATION, TRAINING &
SOCIAL SERVICES
Direct Loans .............. 13.6 16.3 19.1 21.8 219 22.0 22.2 92.7 1369
Guaranteed Loans ...... 16.3 15.9 15.2 14.3 15.0 15.8 16.6 76.7  109.1
550 HEALTH
Direct Loans ..... . 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Guaranteed Loans ...... 0.3 0.3 03 0.3 03 0.3 0.3 15 21
570 MEDICARE
Direct Loans .............. 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Guaranteed Loans ...... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
600 INCOME SECURITY
Direct Loans ............... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Guaranteed Loans ...... 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.5 0.7
650 SOCIAL SECURITY
Direct Loans .............. 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Guaranteed Loans ...... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
700 VETERANS BENEFITS AND
SERVICES
Direct Loans ............. 12 11 1.0 1.0 12 14 17 55 8.6
Guaranteed Loans ...... 26.7 21.6 19.7 18.6 19.3 19.9 206 1059 1464
750 ADMINISTRATION OF JUS-
TICE
Direct LOaNs ..........c.... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Guaranteed Loans ...... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
800 GENERAL GOVERNMENT
Direct LoaNs ..........c.... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Guaranteed Loans ...... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
900 NET INTEREST
Direct LOaNs ..........c.... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Guaranteed Loans ...... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
920 ALLOWANCES
Direct Loans ............... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Guaranteed Loans ...... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
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FY 1996 Budget Resolution—Credit Budget—Continued

[In billions of dollars]

1996 1997 1998 1999 2000 2001 2002 5Yr 7Yr
950 OFFSETTING RECEIPTS
Direct LOANS ... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Guaranteed Loans ...... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
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FUNCTION 050: NATIONAL DEFENSE

This function is composed of programs for the Department of De-
fense and defense-related activities of the Department of Energy.
Function 050 includes the pay allowances for active duty military
personnel and civilian personnel. Function 050 also includes the
funding to develop, equip, operate, and maintain the weapon sys-
tems for this force.

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]

COMMITTEE RECOMMENDATION
FUNCTION 050: NATIONAL DEFENSE

[In millions of dollars]

House Budget Committee Policy ASSUMP- 1005 evel 1096 1007 1998 1999 2000 2001 2002

Function totals: House Budget Com-
mittee balanced budget path:

Budget authority

Outlays

261,418 267,294 269,338 277,269 281,320 287,336 287,268 287,234
269,626 265,057 265266 265269 271,317 279,329 279,260 279,226

DISCRETIONARY Changes from 1995 levels

Reduce the DOD civilian work force:
Budget authority 41,730 -20 —165 —520 —1055 —1,735 —2155 —2,260
OULIAYS vvvvvvareerrereeseesresns 40,061 —-20 —160 —510 —1,040 —-1715 —2145 —2260

DiscussioN oF PoLicy ASSUMPTIONS

The Budget Committee recommends a National Defense (Func-
tion 050) outlay total of $1,346 billion over five years, an aggregate
that the Congressional Budget Office [CBO] estimates would ex-
ceed the administration’s 5-year National Defense budget by $46
billion. The committee believes its recommended budget level, com-
bined with a vigorous reprioritization of resources and aggressive
reform, will support both near-term readiness and balanced mod-
ernization.

For fiscal year 1996, the Committee supports a National Defense
budget authority function total of $267.294 billion and an esti-
mated outlay function total of $265.057 billion. This recommenda-
tion would equate to approximately $45 million in budget authority
for Procurement so as to reverse the long-term decline in that ac-
count. The National Defense topline would also assume an increase
to $35 million for Research, Development, Test, and Evaluation
(RDT&E) to reflect the need for advanced weaponry in the post-
2000 time frame. The Committee’s budget recommendation as-
sumes that budget authority for Military Personnel, Operations
and Maintenance, and Military Construction will not deviate sig-
nificantly from the Administration request.
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Since January 1993, the administration has pursued a defense
program driven by budgetary necessity rather than national mili-
tary strategy. In March 1993, then-Secretary of Defense Aspin con-
ceded that the administration had used a budget plug of $127 bil-
lion in defense cuts over five years to satisfy other priorities. He
also pledged that the administration would conduct a Bottom-Up
Review to match the cuts with the national military strategy. This
review, completed in October 1993, is the centerpiece of the Clinton
defense strategy. But the General Accounting Office has concluded
that there are serious flaws in both the Future Years Defense Plan
and the military strategy it is intended to support. GAO found the
FYDP to be underfunded by up to $150 billion. The main causes
of the underfunding were optimistic inflation assumptions, under-
stated weapon system costs, and inflated savings estimates from
base closures and various management initiatives.

GAO’s analysis of the BUR found that the strategy may be too
ambitious for the forces programmed to execute it. In particular,
there may be insufficient airlift, sealift, army support forces, and
bombers to sustain a strategy of winning two major regional con-
flicts nearly simultaneously without allied support and with resid-
ual forces engaged in peacekeeping. Critical firepower enhance-
ments, such as precision-guided munitions, are not likely to be
available in the numbers required by 1999, when the BUR is to be
fully implemented. It is therefore likely that the administration is
locked into an overly ambitious strategy funded by a budget that
understates the forces necessary to implement the strategy.

The administration conceded this mismatch with its December
1994, decision to add $25 billion to the defense budget over six
years. With the bulk of these funds programmed for the out-years,
however, the addition does little to address the near-term mis-
match. The same month it decided to add the $25 billion, the ad-
ministration announced a combination of program terminations
and stretch-outs intended to obtain $8 billion in savings. This ac-
tion, however, merely aggravates the modernization shortfall in the
Clinton defense program.

This shortfall has been exacerbated by the large increase of
spending in the defense budget that is unrelated to military capa-
bilities. The Congressional Research Service estimates that be-
tween fiscal year 1990 and fiscal year 1994, spending in this cat-
egory grew from $3.0 billion to $12.7 billion. The increase in non-
defense spending occurred against a background of substantial
overall defense budget reductions. The largest items in this area of
spending are environmental spending, defense conversion, spending
for so-called nontraditional missions (such as U.N. peacekeeping
and the housing of migrants at Guantanamo), and miscellaneous
Congressional earmarks.

The strategy/funding mismatch, combined with the drain of non-
defense spending, have put the administration’s defense plan on a
path toward strategic bankruptcy. The Committee therefore strong-
ly recommends an aggressive reform agenda for the Pentagon. Al-
though the budget resolution will establish a higher funding level
for National Defense relative to the administration’s budget, more
resources cannot by themselves correct the imbalances and ineffi-
ciencies that hamper the execution of a sound defense program.
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Nor can the Department of Defense escape the scrutiny that other
departments of government will receive.

Accordingly, the Committee believes it is necessary to aggres-
sively reduce non-defense spending in the defense function. Al-
though the Committee supports environmental remediation where
it is necessary to protect health or safeguard the environment, it
also believes a prudent, cost-benefit methodology needs greater em-
phasis. The Department of Defense should adopt a zero-based ap-
proach that ranks environmental projects according to priority to
ensure that pressing requirements are met while remaining within
budgetary constraints. Closing bases should be cleaned up to a
standard that meets reasonably anticipated future land uses, rath-
er than the highest possible standard.

Defense conversion programs such as the Technology Reinvest-
ment Project could be eliminated. Defense research funds should be
restricted to traditional defense-oriented projects that fulfil na-
tional defense needs.

The Committee also believes acquisition is an area in which com-
prehensive reform is necessary to deliver weapon systems to our
troops in a more timely fashion and at a more acceptable cost. De-
spite several attempts at acquisition reform in recent years, results
have been marginal. GAO estimates that a major weapon system
requires about 17 years on average from inception to field deploy-
ment, roughly double the length of time required to develop these
systems in the 1950s. Meanwhile, development time for commercial
products has substantially decreased. Piecemeal reform cannot re-
dress the current situation, which combines the worst aspects of
overly complex statutes and regulations with DOD’s own, bureau-
cratically-driven acquisition culture. Separate legislation, H.R.
1368, has been introduced in an effort to deal with acquisition re-
form in a comprehensive manner.

Active duty combat force structure has been cut approximately
one-third since the late 1980s. Therefore, the Committee is dis-
appointed that infrastructure, overhead, and bureaucracy have not
been reduced by a commensurate proportion. If the 1995 rec-
ommendation to the Base Realignment and Closure Commission
[BRAC] is accepted, the four base closing actions (1988, 1991, 1993,
and 1995) will have reduced the base infrastructure by only about
21 percent. Because 1995 is the last Congressionally mandated
year for base closings, the Committee recommends that the BRAC
process continue, albeit with certain reforms to make BRAC more
cost-effective. In particular, DOD should have greater ability to
generate proceeds through land sales, as well as to reduce costs as-
sociated with environmental cleanup.

DISCRETIONARY SPENDING

Reduce the DOD Civilian Acquisition Work Force. The Depart-
ment of Defense has reduced its civilian work force substantially
since the late 1980's. As part of this effort, the Department reduced
the number of civilian jobs allocated to acquisition by about 23 per-
cent. Total defense civilian employment decreased from about 1.1
million employees in 1988 to about 873,000 in 1995, a reduction of
about 20 percent. Today, DOD acquisition agencies employ approxi-
mately 425,000 civilian workers. DOD plans to reduce the size of
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its total civilian work force by an additional 14 percent during the
next 5 years. Presumably, future reductions in the number of ac-
quisition jobs will continue to approximate those in the overall ci-
vilian workforce. This proposal assumes a reduction of 10 percent
in civilian acquisition jobs beyond the reductions in the administra-
tion’s plan. According to the Congressional Budget Office, the De-
partment could reduce the number of civilian acquisition personnel
and achieve significant savings through streamlining and consoli-
dating the existing military command structure that governs de-
fense acquisition. Since fiscal year 1986, DOD procurement funding
has declined 71 percent in real terms; the acquisition work force
has not declined to reflect the reduction in Pentagon acquisition;
and substantial overhead remains.
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FUNCTION 150: INTERNATIONAL AFFAIRS

This function is composed of the international affairs programs
of the United States, including foreign economic and security as-
sistance programs, operations of the State Department and other
foreign affairs agencies, information and educational exchange pro-
grams, and export promotion activities.

SUMMARY OF PoLICY ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]

COMMITTEE RECOMMENDATION
FUNCTION 150: INTERNATIONAL AFFAIRS

[In millions of dollars]

1995

level 1996 1997 1998 1999 2000 2001 2002

House Budget Committee Policy Assumptions

Function totals: HBC balanced budget path:
Budget Authority
Outlays

18,858 15,800 13,660 11,308 9,668 10,489 12,044 12,024
18,881 17,045 15054 13303 11545 9,965 11,108 10,683

DISCRETIONARY Changes from 1995 Levels

Reduce Subsidies for International Exports and
Investment, including Public Law 480:
Budget Authority
Outlays .....ccccvereres .
Cease Supporting the International Develop-
ment Association (IDA) and Reform Multilat-
eral Development Banks (excluding the

2258 —282 —365 —508 —750 —933 —933 —933
2009 —140 -—273 —383 —650 —788 —880 —924

World Bank):
Budget Authority 1928 —1293 —1617 —1686 —1830 —1830 —1830 —1830
Outlays 1572 —139 —434 —693 —980 —1361 —1472 —1632

Eliminate the United States Information Agency
(USIA) Educational and Cultural Exchanges,
and Terminate Overseas Non-Military Broad-

casting:
Budget Authority 866 —134 —301 -—620 —824 -—824 -—824 -—824
Outlays 895 —103 —208 —495 -—757 —812 —816 —816
Reform the Department of State:
Budget AULNOFILY ..........covmmervvevinrrieiinennnins 3830 -—20 —391 -—844 —966 —1071 —1071 —1071
OUEIAYS vvvovvveirrisereeies s 3888 —17 —=315 -—750 —919 —1061 —1061 —1061
Restructure Development and Humanitarian As-
sistance:
Budget Authority 6748 —681 —1117 —1960 —2262 —2728 —2728 —2728
Outlays . 7117 —96 —474 —1064 —1486 —2083 —2290 —2518
Reform the Remaining Elements of U.S. Foreign
Policy:
Budget Authority 5229 280 103 —-90 -—213 -—517 897 897
Outlays 5921 85 40 —60 -—176 —490 803 847

DiscussioN oF PoLicY ASSUMPTIONS
DISCRETIONARY SPENDING

Reduce Subsidies for International Exports and Investment, in-
cluding Public Law 480. The proposal calls for major changes in
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the Public Law 480 program. According to the Congressional Budg-
et Office, [c]hanges in the world over the past 40 years may have
rendered the program obsolete. * * * The market development as-
pect of the Public Law 480 is relatively insignificant for two rea-
sons: exports under Titles | and 111 are a small portion of total U.S.
agricultural exports, and the countries currently receiving Public
Law 480 commodities are unlikely to become commercial cus-
tomers. President Clinton proposed reductions in Public Law 480.
This proposal accepts the President's funding level through 1998.
It then assumes that Title I will be eliminated and that the Con-
gress will take steps to reduce transportation costs.

This function also contains three international export/investment
agencies: the Overseas Private Investment Corporation [OPIC], the
U.S. Trade and Development Agency, and the Export-Import Bank.
OPIC is a government corporation that provides financing and po-
litical risk insurance to U.S. companies investing in developing re-
gions. OPIC's new insurance and finance commitments have re-
cently increased rapidly, thereby representing [the Clinton] Admin-
istration’s commitment to supporting American business overseas.
The House Committee on the Budget believes that the functions of
OPIC can, and should, be performed through the private sector. In
addition, the Committee is extremely concerned about the highly
speculative nature of OPIC’'s recent activities. This proposal as-
sumes that OPIC's insurance activities will be privatized. Likewise,
the U.S. Trade and Development Agency [TDA] provides grants for
feasibility studies for major development projects in the developing
world. The House Committee on Appropriations recently encour-
aged TDA to cooperate with the Congress in developing a method
of recouping a portion of its costs from American companies that
benefit from its financial support, thereby reducing TDA's future
appropriation requirements. This proposal accepts this rec-
ommendation. Finally, the Export-Import Bank promotes U.S. ex-
ports by providing subsidized financing to foreign buyers of U.S.
goods. The bank makes direct loans with below-market interest
rates and provides guarantees of private lending without receiving
full compensation for the contingent liabilities. It is assumed that
the subsidy appropriation for the bank will be reduced by either
raising risk-related fees or rationing resources to sales that would
not go forward without government financing.

Cease Supporting the International Development Association
[IDA] and Reform Multilateral Development Banks (excluding the
World Bank). IDA, an affiliate of the World Bank, is supposed to
make low-interest loans—known as soft loans—to the world’s poor-
est nations. Recently, two major recipients of IDA funds have been
the People’s Republic of China and India. In 1946, American au-
thorities resolved that concessionary loans to foreign governments
had no place among the techniques of American statecraft. Soft
loans seemed to vitiate the need for hard choices. Yet this naturally
made these loans a magnet for those proposals that were least jus-
tified and most likely to waste resources. This proposal assumes
that the U.S. will not authorize the third year of the 10th replen-
ishment of IDA and will not participate in future replenishments.
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The multilateral development banks [MDBs], including the Inter-
American Development Bank, the Asian Development Bank, the
African Development Bank, and the European Bank for Recon-
struction and Development finance development projects in less de-
veloped countries. Recently, several of these institutions have come
under sharp attack as the success rate of their projects has de-
clined. Under this proposal, the United States would continue to be
a member and stockholder in the banks but would stop supplying
new capital to several of these institutions. The banks would still
be allowed to use their reflows or loan repayments to make new
loans.

Eliminate the United States Information Agency [USIA] Edu-
cational and Cultural Exchanges, and Terminate Overseas Non-
Military Broadcasting. USIA was created in 1953 during the Cold
War to explain and advocate U.S. policies. The USIA oversees tele-
vision broadcasting services similar to the radio broadcasts of Voice
of America. Today, USIA also administers educational and cultural
exchange programs. Funding for these exchange programs grew by
about 35 percent in real terms between 1991 and 1995. The Cold
War is over, and countries such as those in Eastern Europe and the
former Soviet Union have ready access to world news (e.g., CNN).
This increased communication and private travel has decreased the
need for exchange programs. This proposal eliminates funding for
USIA exchange programs by 1998.

Radio Free Europe [RFE] and Radio Liberty [RL] broadcast coun-
try-specific news to Eastern Europe and the former Soviet Union,
respectively. The Voice of America [VOA] oversees radio broadcasts
that provide news and U.S.-related information to audiences world-
wide. This proposal would eliminate or privatize VOA and RFE/RL
by 1998, end all overseas construction of broadcast facilities, and
end most overseas broadcasting. Overseas broadcasting played an
important role during the Cold War, but has become an expensive
anachronism with the advent of global satellite television broad-
casting. Likewise, the technology used by Voice of America and
WorldNet limits their potential audiences and makes those systems
inefficient and expensive. Funding, however, is available for Radio
and TV Marti. Finally, it is assumed that USIA will be consoli-
dated within the Department of State.

Reform the Department of State. The Department of State pro-
motes U.S. foreign policy interests abroad. Other, smaller agencies
also conduct research and activities relating to foreign affairs. The
Department of State budget grew from $1.7 billion in the early
1980s to $2.6 billion in 1995. The increases in funding mainly re-
flect growth in salaries and related expenses, and rent and acquisi-
tion costs of residences and offices. President Clinton’s budget pro-
poses future reductions for salaries and expenses, diplomatic and
consular programs, protection of foreign missions, emergencies, the
Inspector General, the American Institute in Taiwan, and acquisi-
tion and maintenance of buildings abroad. Unfortunately, these
changes merely accept the status quo, albeit on a slightly smaller
scale. This proposal calls for a complete restructuring of foreign
policy. For example, it assumes that the Department of State will
absorb the Arms Control and Disarmament Agency [ACDA], the
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United States Information Agency, and the Agency for Inter-
national Development. Concerning ACDA, sufficient funding is
transferred to the Department of State to monitor existing conven-
tions and treaties. Likewise, small agencies, such as the United
States Institute of Peace, the Asia Foundation, the East-West Cen-
ter, and the North/South Center perform foreign affairs activities
that duplicate functions conducted by the Department of State.
This proposal assumes that these agencies will be eliminated and
that their elimination will result in a more coherent foreign policy.
This proposal also assumes a reduction and a reallocation of fund-
ing for the National Endowment for Democracy.

Restructure Development and Humanitarian Assistance. The
Agency for International Development administers development-re-
lated projects and provides technical advice in 109 countries. In
many cases, these programs have been wasteful and ineffective.
Presidentially appointed commissions have said AID has too many
objectives and supports projects in too many countries. Former Sec-
retary of State James A. Baker recently stated that the two ration-
ales for the existence of AlID—to stave off communist aggression
and to implement government-to-government transfers for large
capital projects—no longer exist. The first is obsolete with the end
of the Cold War and the second has been discredited as a develop-
ment model. AID’s response has been inadequate. This proposal fo-
cuses on more attainable goals in countries that are more likely to
benefit from U.S. development assistance by reducing funding by
50 percent of 1995 levels by 1998. In addition, the proposal would
eliminate the housing investment guarantee program, which pro-
vides hard-currency loans to developing countries for housing. Ac-
cording to CBO, a decade after the recognition of the international
debt crisis, that form of assistance “is not helping recipient coun-
tries, because housing is an activity that does not generate the for-
eign exchange those countries need to retire their debt.” This pro-
posal also recognizes that the Inter-American Foundation and the
African Development Foundation duplicate other development ac-
tivities. This proposal assumes significant reduction of these foun-
dations. Funds are also provided to both Eastern Europe and the
former Soviet Union to assist their transition to democratic soci-
eties. Assistance to Eastern Europe has always been viewed as
temporary in nature. This proposal recognizes this fact and phases
out funding. It is important, however, to provide a degree of equity
between Eastern Europe and the former Soviet Union. As such,
this proposal assumes that assistance to the former Soviet Union
will be phased out. This proposal also assumes reductions in the
Peace Corps. Finally, it recognizes the Clinton Administration’s
proposed reductions in both migration and refugee assistance, as
well as the Economic Support Fund.

Reform the Remaining Elements of U.S. Foreign Policy. This pro-
posal assumes that the United States will take additional steps to
support alliances and promote international military cooperation.
As such, an initiative is assumed that provides military assistance
to the three Central European democracies that are most likely to
become NATO members. Likewise, this proposal provides addi-
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tional funds to help limit the impact of international crime and ter-
rorism. It also provides headroom for debt relief.

These initiatives are offset by spending reductions in several
areas. This proposal assumes, for example, that the subsidy cur-
rently provided for foreign military financing [FMF] loans to
Greece and Turkey will be eliminated. The FMF program enables
friendly and allied countries to improve their ability to defend
themselves by refinancing their acquisition of U.S. military arti-
cles, services, and training. The proposal merely continues recent
trends.

This proposal assumes reductions in several international organi-
zations. The Committee believes that the Clinton Administration
has subordinated U.S. interests in favor of ill-defined goals and
policies established by international civil servants and foreign na-
tions. This proposal reasserts the primacy of U.S. interests in our
dealings with all international organizations. The Congress has al-
ready taken steps to limit our funding for the United Nations and
for U.N. peacekeeping activities. This proposal assumes that much
more needs to be done. Historically, peacekeeping activities have
occurred after the fighting has ended and parties have agreed to
the presence of lightly-armed U.N. forces while negotiating an en-
during resolution to the conflict. Since 1990, the U.N. has increas-
ingly become involved in non-traditional peace enforcement mis-
sion. While U.S. funding has surged with this increased involve-
ment, U.S. public support has declined for these non-traditional
U.N. missions. This proposal limits U.S. contributions by the De-
partment of State for international peacekeeping by requiring the
U.N. to more carefully evaluate the need for its missions. As a
member of the United Nations, the U.S. also contributes to inter-
national organizations and programs, such as the U.N. Develop-
ment Program. This proposal assumes that it is time for these
international organizations to deliver on their vague promise of re-
form. Finally, the United States pays assessed contributions
through the Department of State for International Organizations
and Conferences, including the United Nations, the International
Labor Organization, the United Nations Industrial Development
Organization, the International Organization of Vine and Wine, the
International Seed Testing Association, and the Bureau of Inter-
national Expositions. It is assumed that these contributions will be
reduced after 1996 by withdrawing from several organizations,
since a year’s lead time must be provided in order for the U.S. to
exercise its option to withdraw. Finally, this proposal recognizes
that programs that are currently being funded through the Depart-
ment of Defense could be funded through the Department of State.
When the reorganization of the Department of State is completed,
this proposal provides the flexibility to fund these programs in this
manner. If, however, those funds are not required, the funds would
be available for additional deficit reduction.
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FUNCTION 250: SCIENCE, SPACE, AND TECHNOLOGY

This function includes discretionary funding for activities of the
National Aeronautic and Space Administration [NASA] and the
National Science Foundation [NSF], and high energy and nuclear
physics programs of the Department of Energy [DOE].

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]

COMMITTEE RECOMMENDATION
FUNCTION 250: GENERAL SCIENCE, SPACE AND TECHNOLOGY

[In millions of dollars]

1995

level 1996 1997 1998 1999 2000 2001 2002

House Budget Committee policy assumptions

Function totals: House Budget Committee bal-
anced budget path:

Budget authority ... 17,151 16,701 16,275 15,696 15259 14,882 14,878 14,878

Outlays 17,529 16,852 16,570 15965 15423 15028 14,891 14,874
DISCRETIONARY Changes from 1995 levels
Research and related activities:
Budget authority ........cccovvereinverennciiiinenens 2182 =17 48 115 183 254 254 254
OUEIAYS ooovereereieeeeeees e 2,051 -8 15 64 122 185 224 240

Academic research infrastructure: 1
Budget authority ...
Outlays ...

Major research equipment:
Budget authority ...

250 —150 -—150 —150 —150 —150 —150 —150
94 -—-15 —-68 —120 —150 —150 —150 —150

126 -5 —-71 -—-100 -—-126 —126 —126 —126

Outlays 13 -6 -3 —-61 —87 -—110 -—123 -126
Salaries and expenses:

Budget authority ... 124 —4 -9 -4 -19 =24 =24 -4

Outlays 123 -3 -8 -13 -18 =23 -24 -4

Headquarters relocation:

Budget authority ... 5 0 0 0 0 -5 -5 -5

Outlays 5 0 0 0 0 -5 -5 -5
Inspector general: 1

Budget authority 4 0 1 1 1 1 1 1

Outlays 4 0 1 1 1 1 1 1
Education and human resources:

Budget authority ........ccoveeerermeernerineernnine 606 ) -6 -6 -6 -6 -6 —6

OULIAYS oooovvvrerierieeesen i 503 -1 —4 -5 -6 -6 -6 -6

Human space flight: 2
Budget authority ...
Outlays ...

Science, aeronautics and technology (i
Budget authority ...
Outlays

Mission Support (i): 2
Budget authority ...

5515 —55 —281 —657 —855 —1215 —1215 —1215
3474 =35 —194 —502 —755 —1,068 —1,190 —1,215

):

5139 —343 —471 —-610 —839 -—871 -—871 —871
2,723 —116 —377 —536 —722 —840 —869 —871

2,158 146 7 31 -1 —-62 —-62 —62

Outlays 1,813 122 79 42 -5 =52 =59 —62
Inspector general: 2

Budget authority ... 16 1 1 0 0 0 0 0

Outlays 16 1 1 0 0 0 0 0
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COMMITTEE RECOMMENDATION—Continued
FUNCTION 250: GENERAL SCIENCE, SPACE AND TECHNOLOGY

[In millions of dollars]

1995

level 1996 1997 1998 1999 2000 2001 2002

House Budget Committee policy assumptions

Allow private producers to build and operate
cogeneration facilities at Federal civilian in-
stallations for NASA

Budget authority NA 0 0 -1 -15 =15 =15 -—15
Outlays NA 0 0 -5 -13 -15 -—15 -—15
Prioritize general science and research activi-
ties [DOE]:
Budget authority 984 16 —-34 -84 —84 —84 —84 -84

Outlays 1,388 2 -2 -72 -8 -84 -84 -84

L National Science Foundation.
2NASA.

DiscussioN oF PoLicY ASSUMPTIONS

For the technological revolution to continue, a strong fundamen-
tal science base is needed. Therefore, the proposals in Function 250
prioritize basic research policies. For example, National Science
Foundation civilian research and related activities, with the exclu-
sion of social, behavioral, and economic studies and the critical
technologies institute, can be provided for at their current levels
plus 3-percent annual growth. There need to be no cuts to NSF
basic research on the physical sciences. Budget realities dictate
that basic research be re-emphasized. Much applied research can
and should be market-driven and conducted by the private sector.

In certain areas, such as fundamental scientific research and col-
lective risk endeavors, the government does play an important role.
Space exploration is one example, and agencies such as the Na-
tional Aeronautics and Space Administration have been able to
make significant technical strides with public funds. Still, even in
space, the Budget Committee advocates policies that encourage
faster private technology development as risk becomes better un-
derstood and more controllable. Finding ways to involve industries
in space activities should be a major priority.

DISCRETIONARY SPENDING

Emphasize Basic Science Within the National Science Foundation
[NSF]. This proposal assumes that while science and technology
must contribute to the immediate fiscal reality, they must also pro-
vide for the opportunities that must be developed in the future. In
order for the technological revolution to continue, a strong fun-
damental science is needed. Therefore, this proposal assumes that
basic research should be prioritized. For instance, NSF civilian re-
search and related activities, with the exclusion of social, behav-
ioral, and economic studies and the critical technologies institute,
can be provided at their current levels plus 3 percent growth. No
reductions are assumed to NSF basic research on the physical
sciences. Education and Human Resources can be maintained and
Academic Research Infrastructure is assumed at President Clin-
ton’s requested level.
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Emphasize NASA’s Core Missions. In certain areas, such as fun-
damental scientific research and collective risk endeavors, the gov-
ernment does play an important role. This proposal assumes that
space exploration is one example where the collective risks are still
high, and where agencies such as the National Aeronautics and
Space Administration have been able to make great technical
strides with public funds. Still, even in outer space, policies are ad-
vocated that encourage faster private technology development as
risk becomes better understood and more controllable. Finding
ways to involve industry in space activities should be a major prior-
ity. Consequently, this proposal assumes a $1.5 billion savings by
privatizing the space shuttle. Savings on the order of $2.7 billion
are also assumed by applying just such a policy to the Mission to
Planet Earth Program. This proposal also assumes the overall
NASA management and operational reforms referred to in House
Report 104-89, part 1. Finally, space is the last frontier to be uti-
lized and developed. In this regard, this proposal provides for the
full allocation of resources necessary from the $13.2 billion required
to complete the construction and assembly of the international
space station basic research laboratory. [Note: The figures above
reflect the portion of this provision that occurs in Function 250. A
second portion appears in Function 400.]

Allow Private Producers to Build and Operate Cogeneration Fa-
cilities at Federal Civilian Installations. The Department of De-
fense has entered into agreements with private power producers
wherein the private investors provided the capital needed to up-
grade heating and power producing facilities on Federal installa-
tions at no cost to the Federal Government in return for the right
to sell excess power and heat off the installation commercially in
the civilian market. That reduces the government’s cost of energy
and the need for the government to upgrade aging power and heat-
ing plants. The National Aeronautics and Space Administration,
the Department of Veterans Affairs, and other civilian departments
could make similar cost-savings arrangements if an amendment
were made to Title VIII of the Shared Savings Amendment of the
National Energy Conservation Policy Act of 1978. That title cur-
rently prohibits this activity at civilian agencies. The figures above
reflect only the portion of the savings in Function 250. Another
portion of this proposal appears in Function 270.

Prioritize General Science and Research Activities. This account
provides funds for high energy physics and nuclear physics. This
proposal assumes that basic science is maintained with the inclu-
sion of the Scientific Facilities Utilization Initiative and appro-
priate decommissioning of outmoded, antiquated facilities. Budget
realities dictate that basic research be reemphasized.
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FUNCTION 270: ENERGY

This function funds Federal energy activities in four major areas:
energy research and supply; energy conservation; emergency pre-
paredness; and energy information policy and regulation. Many De-
partment of Energy [DOE] programs are funded in the function,
along with the Department of Agriculture’s Rural Electrification
Administration, the power program of the Tennessee Valley Au-
thority, and the Nuclear Regulatory Commission.

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]

COMMITTEE RECOMMENDATION
FUNCTION 270: ENERGY

[In millions of dollars]

House Budget Committee policy assumptions 199 1996 1097 1998 1999 2000 2001 2002
Function totals: House Budget Committee bal-
anced budget path:
Budget authority ..........cooevicnnieviciinsnnnins 6,342 4350 3899 3570 3883 3583 3572 3,509
OULIAYS .ooooeaviiesriisss s 4949 4299 3153 2868 3075 2681 2504 2278
DISCRETIONARY Changes from 1995 levels
Allow private producers to build and operate
cogeneration facilities at Federal civilian in-
stallations for energy:
Budget authority . NA 0 0 -1 -15 -15 -—=15 -—15
Outlays . NA 0 0 -1 =15 -=15 =15 =15
Reduce energy supply research and develop-

ment:
Budget authority 3315 —630 —884 —875 —1,086 —1,168 —1,168 —1,168
OULIAYS .ovooveveeerrreciessisisisiinens 3315 —630 —884 —875 —1,086 —1,168 —1,168 —1,168
Departmental administration:
Budget authority

282 —40 —40 —40 —40 —-40 -—40 -—40

Outlays 282 —40 —40 —40 —40 —40 —40 —40
Reduce energy information administration: 1

Budget authOrity ........ccocuvnevvrmeeneriieeininne 84 —44 —44 —44 —44 44 44 44

OULIYS .oooverieerriiiiriii e 84 —44 —44 —44 44 =44 44 -4

Reduce the Department of Energy’s fossil en-
ergy research and development:
Budget authority 442 =292 =307 -—322 -—332 -—342 -—342 -—342
outlays .............. 442 —292 —307 —322 —332 —342 -—342 -—342
Reduce energy conservation research:
Budget authority
Outlays
Reduce uranium supply and enrichment to the
President’s level:
Budget authOrity ........ccooevevemeeneriseiiininne 63 -21 -3 -33 -33 -3 -—-33 -33
Outlays . 63 -21 -33 -33 -33 -33 -33 -33
Reduce uranium enrichment decontamination
and decommissioning to the President’s
level:
Budget authority ... 301 —13 -9 -6 -3
OUIAYS oooveveeieeee s 301 -13 -9 -6 -3 0

771 =370 —385 —400 —415 —425 —425 —425
771 —370 —385 —400 —415 —425 —425 —425

o
o o
o o
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COMMITTEE RECOMMENDATION—Continued
FUNCTION 270: ENERGY

[In millions of dollars]

House Budget Committee policy assumptions 199 1906 1007 1998 1999 2000 2001 2002

Eliminate further funding for the Clean Coal
Technology Program:

Budget authority ... NA 0 0 —288 —288 —288 —288 —288

Outlays NA 0 0 —288 -—288 -—288 —283 —288
Sell Alaska Power: 2

Budget authority ... 7 5 -7 -7 -7 -7 -7 -7

Outlays 7 5 -7 -7 -7 -7 -7 -7
Sell the Naval Petroleum Reserve:

Budget authority ... 187 0 -—187 -—187 -—187 -—187 —187 —187

Outlays .. 187 0 -—187 -—187 -—187 -—187 —187 —187
Privatize SEPA:

Budget authority ... 22 0 0 -2 -2 -2 =22 =22

OUEIAYS vvovvvreereisereeiee i 22 0 0 -2 =22 =22 =2 =22
Privatize WAPA: 3

Budget authority ... 230 0 0 0 =230 -230 -—230 -—230

OULIAYS ovvvvereeerereesieesressseesssssesesesenens 230 0 0 0 —-230 —230 -—230 -—230
Privatize SWAPA: 3

Budget authority ... 21 0 0 o -2 -21 =21 -21

OUEIAYS ooovvvreereireseieesse i 21 0 0 0 -21 -21 -21 =21
Reform commercial nuclear waste storage pol-

icy:
Budget authority ... 522 —392 -—377 -—302 —282 —257 —242 =227
Outlays 451 —392 —377 —302 —282 —257 —242 =227
MANDATORY

Sell Alaska Power: 4

Budget authority ... NA 0 11 11 11 11 11 11

Outlays NA 0 11 11 11 11 11 11
Sell the Naval Petroleum Reserve: 4

Budget authority ... NA 0 17 433 433 433 433 433

Outlays NA 0 17 433 433 433 433 433
Privatize SEPA:5

Budget authority ... NA 0 —853 0 0 0 0 0

Outlays NA 0 —853 0 0 0 0 0
Privatize WAPA: 5

Budget authority ... NA 0 0 —2,687 0 0 0 0

Outlays NA 0 0 —2,687 0 0 0 0
Privatize SWAPA: 5

Budget authority ... NA 0 0 -—574 0 0 0 0

Outlays NA 0 0 —574 0 0 0 0
Privatize SEPA: 6

Budget authority ... NA 0 0 -—185 —190 -—190 -—190 -—190

Outlays NA 0 0 —18 —190 -—190 -—190 -—190
Privatize WAPA: &

Budget authority ... NA 0 0 0 =340 —340 —340 -—340

Outlays NA 0 0 0 —340 —340 —340 —340
Privatize SWAPA: ¢

Budget authority ... NA 0 0 0 -105 -105 =-—-105 =-—105

Outlays NA 0 0 0 -105 —-105 —105 —105
Sell U.S. Enrichment Corporation: 7

Budget authority ... NA =302 -—255 —335 —335 —335 —33 —335

Outlays NA =302 -—255 —335 —335 —335 —335 —335

1Bureaucracy in DOE.
2Elimination of discretionary spending.

3Elimination of discretionary spending, Federal dams.

4Loss of mandatory receipts.

5Asset sale proceeds, Federal dams.

6Loss of mandatory receipts, Federal dams.
7Elimination of direct spending.
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DiscussioN oF PoLicY ASSUMPTIONS

For the purposes of determining what is good fundamental
science, and for prioritizing associated research and development,
the following six criteria are employed in constructing the provi-
sions below:

Federal Government efforts should focus on long-term, non-
commercial R&D with a potential for significant scientific dis-
covery, leaving economic feasibility and commercialization to
the marketplace.

Federal funding of R&D for specific processes and tech-
nologies should not be carried out beyond the demonstration of
technical feasibility. Production should be subject to private in-
vestment.

Revolutionary ideas and pioneering capabilities that make
possible the impossible should be pursued within controlled,
performance-based funding.

The Federal Government should avoid funding research in
areas that are receiving or should reasonably expect to receive
funding from the private sector, such as evolutionary advances
or incremental improvements.

Government-owned laboratories should confine their in-
house research to areas in which their technical expertise and
facilities have no peer. Other research should be contracted out
to industry, private research foundations, and universities.

When specifically applied to the Department of Energy, these
guidelines suggest significant reductions in current programs that,
in turn, make much of the existing bureaucracy unnecessary and
suggest its elimination. As a result of the many industrial product
development projects currently funded by the Department being
subjected to the “screen” of the criteria above, energy supply R&D
could be reduced by $630 million in fiscal year 1996 and by $1.17
billion in fiscal year 2000. On the other hand, examples of research
that “pass” the six-point test include the human genome project; an
expanding hydrogen energy basic research program; long-term, fun-
damental engineering of an advanced gas-cooled reactor; and ongo-
ing basic energy sciences research excluding new starts. Likewise,
application of the criteria to fossil technologies, the product of ma-
ture industries, and conservation projects, predominantly dem-
onstrating cost-avoidance, suggest R&D budgets of about $150 mil-
lion in fiscal year 1996, falling to $100 million by the turn of the
century. The clean coal technology program is suggested for termi-
nation.

DISCRETIONARY SPENDING

Allow Private Producers to Build and Operate Cogeneration Fa-
cilities at Federal Civilian Installations. The Department of De-
fense has entered into agreements with private power producers
wherein the private investors provided the capital needed to up-
grade heating and power producing facilities on Federal installa-
tions at no cost to the Federal Government in return for the right
to sell excess power and heat off the installation commercially in
the civilian market. That reduces the government’s cost of energy
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and the need for the government to upgrade aging power and heat-
ing plants. The National Aeronautics and Space Administration,
the Department of Veterans Affairs, and other civilian departments
could make similar cost-savings arrangement, if an amendment
were made to Title VIII of the Shared Savings Amendment of the
National Energy Conservation Policy Act of 1978. That title cur-
rently prohibits this activity at civilian agencies. The figures above
reflect only the portion of the savings in Function 270. Another
portion of this proposal appears in Function 250.

Begin Termination of the Department of Energy. The Department
of Energy was supposedly created to deal with the energy crisis the
country experienced in the 1970’'s with gasoline lines and natural
gas shortages, for example, and the prospect of inevitable energy
shortages and ever-increasing energy prices. The crisis, however,
was in large part the result of price and allocation controls imposed
by the Federal Government. As President Reagan observed, the
country suffered not from a shortage of energy but from a surplus
of government. Federal oil price and allocation controls made it ille-
gal—literally, a Federal offense—to move gasoline around the coun-
try when supplies grew tight. Gasoline lines ended after those con-
trols were dismantled in 1981. Natural gas was in short supply be-
cause price controls discouraged production from 1954 through the
1980's. Those shortages also disappeared as price controls were
phased out. Standby gasoline rationing plans and mandatory Fed-
eral restrictions on hot water use and air conditioning were drafted
to mandate conservation. In the 1980’s, when the Reagan adminis-
tration was “neglecting” energy conservation, market-based energy
conservation worked quite well. The economy grew one-third and
energy use stayed flat. DOE spent more than $55 billion in con-
stant dollars for energy research alone—this is over and above the
amounts the Synfuels Corporation spent on fuels that cost several
times what conventional fuels cost. It is reasonable to ask whether
the country received a full and fair return on that investment. This
proposal would begin the orderly termination of the Department of
Energy.

—Reduce Energy Supply Research and Development.—This pro-
posal reduces near-term technology subsidies in the Department
of Energy for energy supply research and development in the
areas of solar and renewable energy, biological and environ-
mental research, environmental restoration and waste manage-
ment, the international fusion program, the neutron source reac-
tor, technology transfer activities, and the Department’s
precollege education program.

—Eliminate Bureaucracy in the Department of Energy.—The De-
partment of Energy should begin critically evaluating its general
management activities to prepare itself for an anticipated termi-
nation beginning in fiscal year 1996. The Department obligated
$448 million in fiscal year 1995 for its departmental administra-
tion account. This proposal reflects savings anticipated from
timely initiation of phaseout activities. A second component of
this proposal calls for reducing, by a significant amount, funding
for the Energy Information Aadministration. The EIA provides
information for use by the Administration, the Congress, and the
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general public. Much of what the EIA does is the responsibility
of the private sector.

—Reduce the Department of Energy’'s Fossil Energy Research and
Development.—The Department of Energy has spent billions of
dollars on research and development since the oil crises in 1973
triggered this activity. Returns on this investment have not been
cost-effective, particularly for applied R&D, which industry has
ample incentive to undertake. Some of this activity is simply cor-
porate welfare for the oil, gas, and utility industries. Much of it
duplicates what industry is already doing. As the Congressional
Budget Office [CBO] notes, some has gone to fund technologies
in which the market has no interest, for example, hundreds of
millions of dollars invested in coal-powered magnetohydro-
dynamics, without any subsequent interest in the product the in-
vestment produced.

—Reduce Energy Conservation Research.—Energy conservation in
the United States has, of course, been a clear success. In the
1980's, for example, the economy grew a third while energy use
remained flat due to market-driven energy conservation. Govern-
ment spending on energy conservation, on the other hand, has
been much less successful. Business has incentives to market,
and customers to buy, conservation technologies that work well.
DOE is left to fund less reliable and less promising technologies.
According to the Congressional Budget Office, DOE may:

* * * pe crowding out private-sector firms or, alter-
natively, conducting R&D that those private sectors are
likely to ignore—a common fate of the technologies gen-
erated within DOE's national laboratories.

This proposal, however, does not assume reductions for technical
and financial assistance programs, such as the Weatherization
Assistance Program.

Finally, this proposal would merge the Institutional Conserva-
tion grant program in the State Energy Conservation program.
It is assumed that individual States would be given the flexibility
to prioritize the available funds. In exchange for this flexibility,
it is assumed that the resulting program is reduced by 10 per-
cent in the first year and an additional 10 percent in fiscal year
1999.

—Reduce Uranium Supply and Enrichment Activities and Uranium
Enrichment Decontamination and Decommissioning.—The Ura-
nium Supply and Enrichment Program has several objectives.
For example, it is intended to increase confidence that the low-
enriched uranium being purchased from Russia has been derived
from highly enriched uranium removed from dismantled nuclear
weapons. It is also intended to transfer “enrichment-related tech-
nologies and form technology partnerships to bolster U.S. indus-
trial competitiveness.” The Uranium Enrichment Decontamina-
tion and Decommissioning Fund provides for R&D, remedial ac-
tion, and other costs associated with environmental cleanup ac-
tivities at sites leased and operated by the United States Enrich-
ment Corporation. President Clinton has recommended small re-
ductions in these accounts. This proposal accepts the President’s
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funding level while reserving the prerogative of altering the poli-
cies.

—Eliminate Further Funding of the Clean Coal Technology Pro-
gram.—The Clean Coal Technology Program [CCTP] has been
overtaken by changes in the law and incentives in the market-
place. The program was created 11 years ago to help private in-
dustry develop commercial technologies to burn coal in environ-
mentally sound ways. Since that time, enactment of the Clean
Air Act Amendments of 1990 and the Energy Policy Act of 1992
have given utilities and large industrial coal users clear economic
motives for selecting the lowest cost options for reducing emis-
sions from among current practices and new technologies. Presi-
dent Clinton’s budget also calls for the termination of this pro-
gram after completion of the projects now under way.

—Sell the Alaska Power Administration. The administration’'s Na-
tional Performance Review stated that:

“[t]he Federal Government should divest its interest in
the Alaska Power Administration.”

There is no need for Federal involvement in this issue since it
deals solely with assets located within one State. This provision ac-
cepts the administration’s recommendation that APA assets be
transferred to the State of Alaska. [Note: Receipts from the asset
sale appear in Function 950.]

—Sell the Naval Petroleum Reserves. The Energy Department runs
a commercial oil field (Elk Hills, near Bakersfield, CA) and a nat-
ural gas field (Naval Oil Shale Reserve No. 3 near Rifle, CO). As
President Clinton’s budget notes:

“[p]roducing oil and gas is a commercial, not a govern-
mental activity, which is more appropriately performed by
the private sector.”

These assets would be sold competitively to private industry, re-
sulting in a net gain to the Federal budget and the elimination of
governmental activity that is likely to be done more efficiently by
private industry. This proposal also assumes that domestic oil pro-
ducers should be allowed to export oil. Producers in both Alaska
and California would receive more money for the oil they produce.
The Federal Government would also receive more money for oil
produced on Federal land. [Note: Receipts from the asset sale ap-
pear in Function 950.]

Convert Government Agencies That Generate Electric Power at
Federal Dams Into Private Corporations. The Federal Government
generates electricity at Hoover Dam, Grand Coulee Dam, and 129
other smaller dams located throughout the country (except the
Northeast). Power produced at the dams is equivalent to what a
very large power company might generate, about 6 percent of the
economy’s annual electricity production. The dams are currently
owned and operated by the U.S. Army Corps of Engineers and the
Bureau of Reclamation. The electricity is sold by power marketing
administrations, five agencies at the Department of Energy, serv-
ing specific areas of the country: Alaska, Southeastern, Southwest-
ern, Western area, and Bonneville Power (in the Pacific North-
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west). This proposal would convert three of these agencies—South-
eastern, Southwestern, and Western—into private, tax-paying cor-
porations. (The assets of the Alaska Power Administration are
being sold to the State of Alaska. See the separate entry on that
proposal above.) The three corporations would buy the powerhouses
and related generating equipment at Federal dams plus trans-
mission and other assets now owned by the agencies at the Depart-
ment of Energy. The corporations in turn would be owned by the
customers who, as of the sale date buy the Federal power. These
customers are primarily municipal utilities and rural electric co-
operatives. The proposal essentially recognizes the de facto prop-
erty rights current customers have in these assets. It is also con-
sistent with the fact that governments throughout the world are
getting out of commercial activities such as generating and selling
electric power. The proposal is similar to one made in President
Clinton’s budget. As the administration’s budget documents note,
“the purpose for the Federal Government developing and conduct-
ing these activities has now been achieved.” [Note: Receipts from
the asset sale appear in Function 950.]

Reform Nuclear Waste Storage. Congress passed the Nuclear
Waste Policy Act of 1982 to create a system for safely managing
high-level radioactive waste from the Nation's nuclear power
plants. The legislation provided for deep geological isolation of
spent nuclear fuel and crated the Nuclear Waste Fund to cover the
costs of the program. The fund receives a surcharge of one-tenth
of a cent per kilowatt-hour from utility customers who use elec-
tricity at nuclear power plants. Congress amended the Nuclear
Waste Policy Act in 1987 and designated Yucca Mountain, NV, as
the only potential repository site for scientific study. Although the
Department of Energy has a responsibility to begin accepting spent
fuel in 1988, the program is seriously behind schedule. This pro-
posal assumes the expedited construction of an above-ground, in-
terim storage facility at the Nevada Test Site to store spent fuel
until a permanent repository is ready. The NRC would have sole
licensing authority and currently licenses technology, such as
transportation and storage cask systems, are assumed. In addition,
it is assumed that the utilities will be responsible for transporting
the waste to the facility in accordance with the requirements of the
Department of Transportation.

MANDATORY SPENDING

Privatize the United States Enrichment Corporation [USEC].—
The USEC is a government corporation that was created in 1992.
It produces and markets uranium enrichment services to utilities
in the United States and foreign nations. Prior to 1992, these ac-
tivities were conducted by the Department of Energy. To better
compete in the competitive global uranium enrichment market,
Congress created USEC with the goal that it be privatized. Presi-
dent Clinton also included this proposal in his budget. This pro-
posal was also included in H.R. 1215, the Tax Fairness and Deficit
Reduction Act.
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FUNCTION 300: NATURAL RESOURCES AND
ENVIRONMENT

Agencies with major programs in this function include the follow-
ing: the Army Corps of Engineers, the Bureau of Reclamation, the
Forest Service, the Bureau of Land Management, the Fish and
Wildlife Service, the Environmental Protection Agency, the Na-
tional Oceanic and Atmospheric Administration, and the U.S. Geo-
logical Survey, the National Park Service, and the Bureau of
Mines.

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]

COMMITTEE RECOMMENDATION
FUNCTION 300: NATURAL RESOURCES AND ENVIRONMENT

[In millions of dollars]

1995

House Budget Committee policy assumptions level

1996 1997 1998 1999 2000 2001 2002

Function totals: House Budget Committee bal-
anced budget path:

Budget authority .

Outlays

22,296 19,279 19,102 17,240 18571 17,373 17,916 17,819
21,743 20,190 19,886 17,832 19,105 17,790 18,207 18,075

DISCRETIONARY Changes from 1995 levels

National Oceanic and Atmospheric Administra-
tion—construction:
Budget authority .
Outlays
NOAA—operations, research, and facilities:
Budget authority
Outlays ...
Accept the House
tions’ recommendation concerning funding
for wastewater treatment:
Budget authority .
Outlays
Reform the Bureau of Reclamation:
Budget authority .
Outlays
Lower Colorado River Basin: 1
Budget authority .
Outlays ...
Eliminate unnee
ment of Interior:
Budget authority

97 -—-67 -—-67 —67 —67 —67 —67 —67
7 -13 =27 -5 -—-64 -—67 —67 —67

1883 —208 —234 —259 —309 —359 —359 —359
1800 —125 -—196 —233 —283 —331 —349 —356

2962 —650 —650 —650 —650 —650 —650 —650
2137 -39 -—18 —38 —535 —611 —611 —611

718 -7 -7 -70 -7 -—-70 -—-70 -—70
723 -5 —-67 -—-70 -7 -70 -—-70 -—70

143 -5 -53 -5 —-57 —-58 —-58 58
165 —42 —-52 —-54 -5 —-58 —58 —58

64 -31 -31 -31 -31 -3 =31 =31

Outlays 64 -20 -31 -31 -31 -31 =31 =31
Reduce the Bureau of Mines: 2
Budget authority . . 152 -—-18 -3 -5 -73 =91 -91 01

Outlays 158 -—-12 —-29 —47 -—-65 —84 -84 -84
Office of Surface Mining:
Budget authority .
Outlays
U.S. Geological Survey: 2

Budget authority ..., 571 -114 -114 -114 -114 -114 -114 -—114

110 -4 -58 —-58 —-58 —58 —58 —58
110 -4 -58 —-58 —-58 —58 —58 —58
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COMMITTEE RECOMMENDATION—Continued
FUNCTION 300: NATURAL RESOURCES AND ENVIRONMENT

[In millions of dollars]

House Budget Committee policy assumptions 199 1996 1097 1998 1999 2000 2001 2002
OULIAYS .ooooveveceiriisssisisiinens 572 -—-108 -—114 -114 -114 -114 -114 -114
National Park Service, 10-percent operation
cut:3
Budget authority ... .. 1078 -108 -108 -—108 —108 —108 —108 —108
Outlays .. 1047 -84 -—99 -107 -108 -—108 -—108 -—108
National Park Service, national recreation an
preservation: 3
Budget authority ........ccooevevermeenceiseeniinns 43 —4 -4 —4 —4 —4 —4 -4
OULIAYS oooovvvveeveereeeiees s 49 -4 -4 —4 —4 -4 -4 -4
Reduce National Forest System:3
Budget authority ... 1328 —-101 -—134 -—134 -—134 -—134 -—-134 -—-134
Outlays ... 1248 -84 —126 -—133 -—134 -—134 -—-134 -—-134
Reduce forest resources and management re-
search [NFS]: 3
Budget authority ... n -33 -3 =3 =37 =37 =37 =37
OULIAYS .oovoeevecerriisiss s 0 -2 -3 -3 -—-37 =37 =37 =37
Eliminate ecosystems research [NFS]: 3
Budget authority ........ccooeeeremeenerineeniniine 8 -8 -8 -8 -8 -8 -8 -8
OULIAYS .ooveveieeiis 8 -6 -8 -8 -8 -8 -8 -8
Management of lands and resources: 3
Budget authority ... 597 -111 -111 -111 -111 -111 -111 -—-111
Outlays ... 615 -—-99 -111 -111 -111 -111 -111 -—111
Moratorium on land acqusition for the Fores
Service:
Budget authOrity ........ccooevrevermeeneriseiiniinns 65 —65 —65 —65 —65 —65 —65 —65
OULIAYS oooveericerricsisiisiiinens 56 —23 —46 —65 —65 —65 —65 —65
U.S. Fish and Wildlife Service, 5-year morato-
rium on land acquisition:
Budget authority 67 —67 —67 —67 —67 —67 —67 —67
Outlays 73 =21 -5 -—-64 —67 —67 —67 —67
National Park Service, 5-year moratorium ol
land acquisition:
Budget authority ... 88 -8 -8 -8 -8 -8 -8 -—88
outlays .....c.ococeereee. 115 -26 -57 -—-75 -8 -8 —83 —88
Bureau of Land Management, 5-year morato-
rium on land acquisition:
Budget authority ... 5 -15 -15 -15 -15 -—=15 =15 =15
Outlays 12 -2 -1 -1 -15 -=15 -=15 =15
Forest Service, 50-percent reduction on ne
facilities construction:
Budget authority ... 72 -3 -3 -3 -—-36 -—-36 -—36 —36
outlays ... 116 —-20 -29 —-36 —36 —36 —36 —36
U.S. Fish and Wildlife Service, 50-percent re-
duction in new construction:
Budget authority ... 54 =27 =21 =21 =21 =21 =21 =2
Outlays .. 83 -4 =15 =24 =26 =21 =21 =27
National Park Service, 50-percent reduction in
new facilities construction:
Budget authority ........coceveremeerrereneerininne % -93 -9 -9 -93 -93 -93 -93
OULIAYS ovvvvereeerreesieesresseessssseesssenens 245 —-14 =37 -60 -79 -93 -—93 -93
BLM construction and access, 50-percent re-
duction in new construction:
Budget authority ... 71 -6 -6 -6 -6 -6 -6 -6
OULIAYS vooeeveveevieriseesesns s 9 -2 -5 -6 -6 -6 -6 -6
Construction of trails [NFS]:
Budget authority ... 2 -3 -3 - -3 -3 -3 =3
Outlays .. 3% -21 -27 -—-32 -3 =32 =32 -3
Dissolve the National Biological Service:
Budget authority ... 67 -68 -—-71 =73 =75 =77 =771 =717
Outlays 141 -4 -63 -—-69 -—-74 =76 =77 =77
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COMMITTEE RECOMMENDATION—Continued
FUNCTION 300: NATURAL RESOURCES AND ENVIRONMENT

[In millions of dollars]

House Budget Committee policy assumptions 199 1996 1007 1998 1999 2000 2001 2002
Corps of Engineers, general investigations:
Budget authority 910 -172 =215 —22 —-42 —-62 —62 —62
Outlays 950 —95 -—187 -—-106 —42 —-52 =52 =52
Fund Agriculture Conservation Program at
President Clinton’s requested level:
Budget authority ... 100 -5 -5 —-53 —54 =55 =55 =55
Outlays 159 —-23 —46 —48 —-50 —-52 —52 =52
Terminate resource conservation and develop—
ment:
Budget authority ... 3 -2 -33 -33 -33 -33 -33 =33
Outlays 21 -12 -29 -33 -33 -—-33 -33 -33
Terminate river basin surveys and mvestlga—
tions: 4
Budget authority ... 3 -13 -13 -13 -13 -13 -13 -13
Outlays 3 -12 -13 -13 -13 -13 -13 -13
Terminate Great Plains Conservation Pro-
gram: 4
Budget authority ... 5 -1 -1 -15 -15 -=15 -—=15 -—15
Outlays 21 -6 -10 -12 -12 =15 -=15 =15
Reduce conservation operations by 10 per-
cent: 4
Budget authority ... 591 -4 -59 -59 —-59 —-59 =59  —59
Outlays 598 -4 -5 —-59 —-59 —-59 —59 —59
Reduce watershed and flood prevention plan—
ning by 10 percent: 4
Budget authority ... 70 -7 -7 -7 -7 -7 -7 -7
Outlays .. 70 -5 -6 -7 -7 -7 -7 -7
Terminate forestry incentives plan:
Budget authority ... 70 -5 -7 -6 -6 -6 -6 -6
Outlays 70 -5 -6 -7 -7 -7 -7 -7
Terminate Colorado Basin Salinity Control Pro-
gram: 4
Budget authority ... 5 -5 -5 -5 -5 -5 -5 -5
Outlays 9 -2 -5 -5 =5 =5 =5 -5
Terminate the Environmental Protection Agen-
cy's environmental technology initiative:
Budget authority ... 65 —65 —65 —65 —65 —65 —65 ~—65
Outlays .. 65 —-23 -5 —65 —65 —65 —65 —65
Fund research, development, abatement, con-
trol, and compliance at the levels rec-
ommended by the House Committee on Ap-
propriations:
Budget authority ... 1698 —-20 -—-20 -—-20 -—-20 -—-20 -—-20 -—20
Outlays 1,716 -7 -1 -20 -20 -20 -—-20 -—20
Apply a cost-benefit test to Superfund prOJects
Budget authority ... 1431 —-150 —150 -—150 —150 —150 —150 —150
Outlays 1477 -3 —90 -—120 -—135 —143 —148 -—149
NPS, eliminate funding for Urban Park and
Recreation Fund: 4
Budget authority ... 8 -8 -8 -8 -8 -8 -8 -8
Outlays 8 -2 —4 -6 -8 -8 -8 -8
Eliminate international forestry [NFS]: 4
Budget authority ... 7 -5 -7 -7 -7 -7 -7 -7
Outlays 7 -4 -7 -7 -7 -7 -7 -7
MANDATORY
Terminate helium production: 2
Budget authority 0 -4 -7 -8 -8 -8 -8 -8
Outlays -8 -4 -7 -8 -8 -8 -8 -8
Reduce hardrock mining: 2
Budget authority ... NA NA NA NA NA NA NA NA
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COMMITTEE RECOMMENDATION—Continued
FUNCTION 300: NATURAL RESOURCES AND ENVIRONMENT

[In millions of dollars]

1995

level 1996 1997 1998 1999 2000 2001 2002

House Budget Committee policy assumptions

OUEIYS .oooveveeerreieiesrisieisseenesisens NA NA NA NA NA NA NA NA
Open Arctic National Wildlife Refuge for Explo-
ration:
Budget authOority ...........ccooeevvveeerrreeernennnnes NA 0 0 —800 -1 =450 0 0
OUEIYS .ooveereeerreieierrisieissessisens NA 0 0 —800 -1 =450 0 0

1Bureau of Reclamation Reform.

2Mineral-related agencies.

3Management agencies of Agriculture and Interior.
4Conservation operation in Department of Agriculture.

DiscussioN oF PoLicy ASSUMPTIONS
DISCRETIONARY SPENDING

Refocus the National Oceanic and Atmospheric Administration on
its Core Mission as Part of Terminating the Department of Com-
merce. NOAA, which is in the Department of Commerce, consists
of the National Ocean Service, the National Marine Fisheries Serv-
ice, the Office of Oceanic and Atmospheric Research, National En-
vironmental Satellite Data and Information Service, and the Na-
tional Weather Service. NOAA also has an account that funds the
construction, repair, and modification of new facilities and addi-
tions to existing facilities. Over the past several years, funding for
NOAA has grown rapidly. In part, this expansion has been fueled
by congressional add-ons, regional giant programs, and inefficient
weather service office restructuring. The administration’s budget
calls for privatizing the portions of the National Weather Service
that support specific constituent groups. This proposal would elimi-
nate all unjustified Federal activities, like the NOAA Corps, fund
the Operations, Research and Facilities account at less than the
fiscal year 1992 level by fiscal year 2000, but accept the funding
level requested by the administration for construction.

Accept the House Committee on Appropriations Recommendation
Concerning Funding for Wastewater Treatment. The Clean Water
Act [CWA] and the Safe Drinking Water Act prescribe performance
requirements for municipal wastewater and drinking water sys-
tems. The Clean Water Act also provides financial assistance so
that communities can construct wastewater treatment plants that
comply with the provisions in the act. Construction grants for
wastewater treatment plants were first authorized in 1972 under
the Title Il Categorical Grant Program of the CWA. The EPA ad-
ministered the Construction Grant Program by providing assist-
ance directly to the municipalities for wastewater treatment
projects. Since 1972, the Congress has appropriated about $65 bil-
lion to assist localities in complying with the CWA. The Clean
Water Act, as amended in 1987, phased out Title Il grants and au-
thorized a new grant program under Title VI to support State re-
volving funds [SRF’s] for water pollution control. For each dollar of
Title VI grant money that a State receives, it must contribute 20
cents to its SRF. States then use the combined funds to make low-
interest loans to communities to construct or upgrade municipal
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treatment facilities. Local agencies that borrow funds from the SRF
must repay them, thereby creating a revolving source of capital.
The House Committee on Appropriations recently rescinded $1.3
billion that had been appropriated for fiscal years 1994 and 1995.
This proposal accepts their recommendation and funds wastewater
infrastructure/State revolving funds at $650 million below the fis-
cal year 1995 level.

Reform the Bureau of Reclamation. The Bureau of Reclamation
is the largest supplier and manager of water in the 17 Western
States, delivering approximately 30 million acre/feet of water annu-
ally to 28 million people for agricultural, municipal, industrial, and
domestic uses. It is also the sixth largest producer of electrical
power in the Western States, generating more than $500 million in
annual power revenues. President Clinton has proposed reductions
in many of the accounts associated with the Bureau of Reclama-
tion. This proposal accepts the President’s funding level for several
of these accounts, including the Lower Colorado River Basin Devel-
opment Fund. It also assumes that the Bureau of Reclamation
should seek opportunities to reduce its operation and maintenance
program by looking for opportunities to turn over more responsibil-
ities to the beneficiaries of its projects.

Eliminate Unneeded Bureaucracy in the Department of the Inte-
rior. This proposal recommends significant changes in the Office of
the Secretary and construction management. For example, it as-
sumes that the layer of management associated with the six Assist-
ant Secretaries will be eliminated. It calls for a 50-percent reduc-
tion in the Office of the Secretary; a 10-percent reduction in con-
struction management; and a 15-percent reduction in the Office of
the Solicitor.

Restructure the Department of the Interior's Minerals-Related
Agencies. Last year the Republican Budget Initiative proposed
eliminating three entities in the Department of the Interior: the
Bureau of Mines, the U.S. Geological Survey, and the Minerals
Management Service. At this time, this proposal calls for signifi-
cant reforms within these agencies, but not their outright elimi-
nation. The Bureau of Mines disseminates information and con-
ducts research and development relating to mining activity and the
use of minerals. This proposal would reduce USBM funding for
near-term development of specific products and technologies. It also
calls for the discontinuation of helium production, and reforms the
collection of royalties associated with mining on public lands. The
U.S. Geological Survey conducts research and provides basic sci-
entific and information concerning natural hazards and environ-
mental issues, as well as water, land, and mineral resources. The
USGS has three main divisions: the National Mapping Division
[NMD], the Water Resources Division [WRD] and the Geologic Di-
vision. This proposal assumes that the NMD will aggressively price
its products for additional revenue to the Treasury. It also assumes
greater contracting out to the private sector, appropriate data gath-
ering, and map and digital data production. Finally, it calls for con-
solidation of overlapping mapping efforts. Within the WRD, savings
are first assumed in the Federal program for such subprograms as
global change hydrology and core program hydrology research. Sav-
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ings could also be achieved by increasing the State and local
matching formula for the Federal/State Cooperative Program. For
the Geologic Division, this proposal assumes that geologic hazards
surveys (e.g., earthquakes and volcanos) and the National Geologic
Mapping Program will be funded at the fiscal year 1995 level. Sav-
ings are achieved through reductions in the Global Change and Cli-
mate History Program, the Marine and Coastal Geologic Survey,
and the Energy Resource Survey. Finally, the Office of Surface
Mining Reclamation and Environment would be restructured con-
sistent with a 66-percent reduction in the Federal regulatory pro-
grams and a 30-percent reduction in general administration.

Reform the Management Agencies in the Departments of Agri-
culture and the Interior. The Department of the Interior is the ac-
cumulation of 200 years of public land history. Many features of
the Department no longer make sense. Reforms are being devel-
oped concerning public lands, BLM management, and the operation
of the national parks, which should produce discretionary savings.
In anticipation of these reforms, it is assumed that the operating
budgets for these Bureaus can be reduced by reducing or eliminat-
ing low-priority items, such as the automated lands and minerals
record system, bureau-wide fixed costs, information systems oper-
ations, the Adopt-a-Horse Program, and administrative support.
Similar reforms are required at the Forest Service to improve for-
est management efficiency. The Forest Service currently has about
21,000 full-time equivalents. A study has shown that State-man-
aged forests adjacent to Federally managed forests are managed at
a profit, while Federal forests are not. This occurs because the Fed-
eral Government's costs exceed those of the States’. In addition,
there is concern about their activities concerning “ecosystem man-
agement” and “ecosystem research.” This proposal would reduce
the operating budget of the Forest System by reducing low-priority
management programs and general administration and precluding
funding for ecosystem planning. It also would eliminate ecosystems
research and reduce forest resources and management research by
50 percent, but fully fund recycling and wood uses. [Please note: A
payment-in-lieu-of-taxes component of this proposal is reflected in
Function 800.]

Impose a Moratorium on Land Purchases. The Departments of
Agriculture and Interior currently spend about $200 million per
year for land that is generally used to create or expand designated
recreation and conservation areas. Most Federal lands are man-
aged by the National Park Service, the Forest Service, or the Bu-
reau of Land Management. In many instances, those agencies find
it difficult to maintain and finance operations on their existing
landholding. Land management agencies should improve their
stewardship of lands they already own before facing added manage-
ment responsibilities.

Reduce Funding for the Construction of Facilities and Trails
Within the Departments of Agriculture and Interior. Construction
funding has two budgetary effects. The first involves the initial cost
of the project; the second involves the long-term maintenance of
any new facility. In the case of a new visitor center, for example,
new construction sometimes increases operational costs if the new
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facility must be staffed. Under this proposal, construction of facili-
ties within the Departments of Interior and Agriculture would be
reduced by 50 percent, and all new construction would be limited
to life/safety projects or protection of critical historical resources.
Also, no funding would be provided to the National Forest Service
for the construction of trails.

Dissolve the National Biological Service (NBS). This proposal
would abolish the NBS, which has not been authorized. The essen-
tial funding and staffing for research and the cooperative research
units that were removed from the various Department of the Inte-
rior land management agencies, would be returned. Funding for in-
ventory and monitoring, information transfer, facility operation and
maintenance, administration, and construction would be elimi-
nated.

Reduce Funding for the U.S. Army Corps of Engineers. The Corps
of Engineers currently carries out nine missions related to civil
works. This proposal recognizes the fact that a continued Federal
role in several of the functions related to these missions may no
longer be justified, and the termination, transfer, privatization, or
streamlining of certain functions may be necessary.

Fund the Agricultural Conservation Program at President Clin-
ton’s Requested Level. The Agricultural Conservation Program'’s ob-
jective is to conserve soil and water resources. The program is ad-
ministered by county committees, with review and approval by
state committees and the Secretary. The administration proposes
reducing funds for this program by 50 percent in fiscal year 1996,
with added reduction in the out-years. This proposal accepts the
administration’s funding level but reserves the prerogative of alter-
ing the policies.

Prioritize Conservation Operations Within the Department of Ag-
riculture. Conservation programs are conducted through a number
of accounts within the Natural Resources Conservation Service.
Technical assistance is provided for conservation operations
through 2,955 conservation districts to land users. In addition, the
Department of Agriculture cooperates with other Federal, State,
and local agencies to develop coordinated water and land resources
programs and in conducting surveys and investigations of water-
sheds. Furthermore, cost-share assistance is provided to participat-
ing landowners in the Great Plains area in the development and
installation of long-term conservation plans.

Finally, assistance is provided to bring private, nonindustrial for-
est land under intensified management and to ensure an adequate
supply of timber products. This proposal terminates low-priority
conservation programs. It notes that President Clinton proposed re-
ductions in River Basin Surveys and Investigations, Watershed
Planning, Resource Conservation and Development, Great Plains
Conservation Program, Forestry Incentives Program, and the Colo-
rado River Basin Salinity Control Program. It also calls for achiev-
ing greater efficiencies in higher-priority programs.

Terminate the Environmental Protection Agency's Environmental
Technology Initiative [ETI]. The objective of the ETI is to develop
and employ environmental technologies to enhance the environ-
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mental security and the economic standing of the United States in
the world marketplace. This proposal would terminate all funding
for the ETI. Whereas the Federal Government has a role in basic
research, it should not be engaged in applied research and product
development. Furthermore, considerable evidence exists that the
Federal Government is not capable of picking projects with the
most potential for technological and commercial success.

Fund Research and Development and Abatement, Control, and
Compliance at the Levels Recommended by the House Committee on
Appropriations. The Appropriations Committee has proposed to re-
scind fiscal year 1995 funds from the Environmental Protection
Agency in these two accounts. The President also proposed rescind-
ing a portion of these funds. With regard to abatement, control,
and compliance, the savings result from the termination of the
Clean Lakes Program and procurement savings. This proposal as-
sumes that these accounts are funded through fiscal year 2000 at
their post-rescission funding level.

Apply a Cost-Benefit Test to Superfund Projects. One method of
reducing the huge costs of hazardous waste cleanup is to change
the mix of methods used to protect health and the environment at
Superfund sites. The present statutory preference for permanent
treatment technologies could be dropped in favor of an emphasis on
institutional controls—such as deed and access restrictions, mon-
itoring, and provision of alternative water supplies—and contain-
ment methods (including caps, slurry walls, and surface water di-
version). A University of Tennessee study estimated that a judi-
cious shift toward these interim measures could reduce remediation
costs by 40 percent, without sacrificing health or environmental
protection. This proposal suggests that it is wasteful to spend more
on Superfund cleanups than is necessary to protect health and the
environment, and that use of more permanent remedies—such as
incineration, bioremediation, and vitrification—can be deferred
until land-use needs are clearer and treatment methodologies are
more developed.

Eliminate the Pennsylvania Avenue Development Corporation and
Other Low-Priority Programs in the Departments of Agriculture and
the Interior. This proposal would terminate several programs, in-
cluding the Urban Park and Recreation [UPAR] Fund, inter-
national forestry, the Pennsylvania Avenue Development Corpora-
tion, the Woodrow Wilson International Center, the National Cap-
ital Arts and Cultural Affairs, the Wildlife Conservation and Ap-
preciation Fund, and the African Elephant Conservation Fund.
UPAR provides matching grants to cities for the renovation of
urban parks and recreation facilities. Under international forestry,
technical assistance is provided outside the United States. The
Woodrow Wilson International Center for Scholars facilitates schol-
arship of the highest quality in the social sciences and humanities.
The National Capital Arts and Cultural Affairs account is funded
under the Commission of Fine Arts; it makes payments for general
operating supports to Washington, DC, arts and other cultural or-
ganizations. The Wildlife Conservation and Appreciation Fund pro-
vides grants to States for conservation and appreciation projects in-
tended to conserve the entire array of diverse fish and wildlife spe-
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cies. Rewards are paid for information leading to a civil penalty or
criminal conviction under the African Elephant Conservation Act.
Given the size of the Federal deficit, it is important to eliminate
or substantially reduce low-priority programs. The figures above re-
flect the savings from the UPAR Fund and International Forestry
in Function 300.

MANDATORY SPENDING

Open ANWR for Exploration. This proposal assumes that a small
portion of the Arctic National Wildlife Refuge [ANWR] in Alaska
will be leased for oil and gas exploration, development, and produc-
tion. ANWR is the most prospective oil and gas province in North
America, and is adjacent to the hugely successful Prudhoe Bay
field, currently supplying 20 percent of domestic oil. Leasing is
overwhelmingly supported by residents of the State of Alaska and
the Native people who live in the area proposed for leasing. Leas-
ing could provide enormous revenues to the Treasury, jobs to the
U.S. economy, and a valuable domestic energy resource to offset
the current transfer of U.S. wealth to other nations. This portion
of the provision reflects gross receipts. Half of those receipts are to
be paid to the State of Alaska. These payments appear in Function
800.
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FUNCTION 350: AGRICULTURE

This function is composed of the Federal agriculture programs in-
cluding farm price support programs and funding for the Depart-
ment of Agriculture.

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]

COMMITTEE RECOMMENDATION
FUNCTION 350: AGRICULTURE

[In millions of dollars]

1995

level 1996 1997 1998 1999 2000 2001 2002

House Budget Committee policy assumptions

Function totals: House Budget Committee bal-
anced budget path:

Budget authority ...

Outlays

13,964 13,041 12,790 11,582 11,398 10,192 8,107 8,102
12,710 1,817 11455 10417 10147 8999 7,051 7,046

DISCRETIONARY Changes from 1995 levels

Reform Foreign Agriculture Service:
Budget authority

09 -13 -13 -13 -13 -13 -13 -13

Outlays 09 -10 -13 -13 -13 -13 -13 -13
Eliminate funds for USDA’s Strategic Spac
Plan:
Budget authority ... 28 -19 -26 -—-26 -2 -2 -2 -2
OULIAYS vooevvvreerieriseesries s 28 -7 -20 -25 —26 —26 —26 —26

Agricultural Research Service [ARS]:1
Budget authority ...
Outlays

ARS building and facilities: *
Budget authority ...

712 —-69 —-69 —69 —69 —69 —69 —69
704 -5 —-65 —69 -—-69 -—69 —69 —69

4 =15 =17 =20 -22 =24 =24 -2

Outlays 54 -2 -1 -14 -19 -21 -23 -4
Extension Service: 1

Budget authority ... 439 =74 =74 =74 =74 =74 =74 =74

OULIAYS oooovvvrerriereeeiesns s 436 =45 =74 =74 =74 =74 =74 =74

Cooperative State Research Service:!
Budget authority ...
Outlays

CSRS buildings and facilities:
Budget authority ...

433 -7 -7 -76 -—-76 -—76 —76 —76
438 -39 —-61 -7 -7 —-76 —-76 —76

63 —-60 —-63 —-63 —-63 —-63 —-63 —63

Outlays 55 -3 -18 -3 -50 -—-62 —-62 —62
Economic Research Service: 1

Budget authority .......cccoccovmveeemnreenneeerieneeens 54 -20 -27 =21 =21 =21 =21 =2

OULIAYS ovovvevreeeeiereseeeseees e 54 —-16 -24 -=26 -271 =21 =21 =27

Reform Farmers Home Administration:
Budget authority ...
Outlays

Terminate low-priority programs in the Depart-

ment of Agriculture:
Budget authority ...
Outlays
Reduce funding for the National Agriculture
Statistics Service:
Budget authority ...
Outlays

3% -57 -—-57 =57 =57 =57 =57 =57
394 -53 —-57 —-57 =57 =57 =57 %7

6 -6 -6 -6 -6 -6 -6 -6
7 -6 -6 -6 -6 -6 -6 -6

81 -12 -16 -16 -—-16 -—-16 —16 —16
80 -1 -16 -16 -16 -—-16 —16 —16
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COMMITTEE RECOMMENDATION—Continued
FUNCTION 350: AGRICULTURE

[In millions of dollars]

1995

level 1996 1997 1998 1999 2000 2001 2002

House Budget Committee policy assumptions

Eliminate unnecessary bureaucracy in the De-
partment of Agriculture:
Budget authOrity ........ccooeveivmeeneriiciniinns 5% -12 -16 -16 -16 -16 -—16 —16
OULIAYS oo 54 -1 -1 -1 -1 -—-16 -—16 —16
MANDATORY

Reform agricultural production programs:
Budget authority .........covivnnnvviiiinninnins 7944 —450 —548 —1,676 —1,888 —3,097 —4,256 —4,256
OULIAYS .oovverveeerreesiecereieecssssesesesinens 7944 —450 —548 —1,676 —1,888 —3,097 —4,256 —4,256

1 Agriculture Research and Extension.

DiscussioN oF PoLicYy ASSUMPTIONS
DISCRETIONARY PROGRAMS

Reform the Foreign Agricultural Service. This proposal would in-
volve changes to the Foreign Agricultural Service and General
Sales Manager Program. The Foreign Agricultural Service main-
tains attaches at 63 foreign posts to assist overseas development of
markets for U.S. farm commodities. Annually, the Service files
about 5,000 reports. This proposal calls for a 30-percent reduction
in such attaches and a 10-percent reduction in all other activities,
except the general sales manager.

Eliminate Funds for USDA’s Strategic Space Plan. The Depart-
ment of Agriculture is spending almost $29 million this year to con-
duct a strategic space plan, and is requesting almost that amount
for fiscal year 1996. This proposal would terminate all future fund-
ing for this plan.

Refocus Federal Support for Agricultural Research and Extension
Activities. The Department of Agriculture conducts and supports
agricultural research and education. According to the Congres-
sional Budget Office, research and grants provided by the Agricul-
tural Research Service [ARS], the Cooperative State Research,
Education, and Extension Service [CSREES], and the Economic Re-
search Service [ERS] may be replacing funding from the private
sector. Requiring the government to refocus the research would
permit the private sector to finance more of its own research. This
proposal would reduce funding by the ARS by 10 percent; it would
accept the administration’s funding request for ARS buildings and
facilities; it would eliminate all special research grants within the
CSREES, thereby requiring all grants to be awarded competitively;
it would accept the administration’s recommendation to eliminate
funding for CSREES buildings and facilities—the CSREES build-
ings and facilities account funds construction of buildings at uni-
versities performing research in support of agriculture—and it
would greatly restructure the Extension Service. No cuts, however,
are assumed for the 4—H program. Finally, the proposal would sig-
nificantly reduce funding for the ERS, which produces economic
and other social science research and analysis for public and pri-
vate decisions on agriculture, food, natural resources, and rural
America.
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Reform Farmers Home Administration. The Farmers Home Ad-
ministration lends money directly to new farmers or farmers with
limited means who cannot obtain loans elsewhere for purchasing
land or materials to operate a farm. Nearly 70 percent of the
money spent on direct loans, however, is for loans to so-called lim-
ited resource borrowers. This proposal would convert all direct
loans to loan guarantees through the private sector and reduce per-
sonnel costs consistent with this conversion. According to the Con-
gressional Budget Office, Congress and the FmHA:

* * * jntended direct loans to be available only tempo-
rarily—until those farmers could improve their operations
and qualify for commercial credit. But evidence reported
by the General Accounting Office suggests that the “grad-
uation rate” of current borrowers from direct to guaran-
teed loans is low, in part because incentives are lacking to
encourage borrowers of FmMHA money to shift from below-
cost loans to guaranteed loans.

Terminate Low-Priority Programs in the Department of Agri-
culture. The Department of Agriculture spends $6 million annually
funding State mediation grants and outreach for socially disadvan-
taged farmers. State mediation grants are made to States which
have been certified by the Farm Service Agency as having an agri-
cultural loan mediation program. This proposal would terminate
future funding for these accounts. At a time when government
needs to be downsized, these are low priorities.

Reduce Funding for the National Agricultural Statistics Service.
The service provides estimates of acreage, yield, and production of
crops, stocks, and value of farm commodities, and numbers of in-
ventory values of livestock items. Data on approximately 120 crops
and 45 livestock products are covered in nearly 400 reports issued
each year. This proposal would reduce funding for the Service by
20 percent.

Eliminate Unnecessary Bureaucracy in the Department of Agri-
culture. This proposal reduces funding to administer the Depart-
ment of Agriculture. Specifically, funding is reduced for the Office
of the Secretary, various programs in executive operations, the
Chief Financial Officer, departmental administration, the Office of
the General Counsel, and the Office of Public Affairs.

MANDATORY SPENDING

Reform Agricultural Production Programs. This proposal as-
sumes that mandatory agricultural spending, other than food and
nutrition programs, will be reduced by $9 billion relative to cur-
rently anticipated levels from fiscal year 1996 through fiscal year
2000, with $1 billion in reductions required in fiscal year 1996.
Farmers, however, will benefit greatly from other provisions in this
budget, including regulatory relief, lower capital gains taxes, re-
newed attention to property rights, and lower interest rates. These
programmatic changes, which reflect reforms in agriculture as it
moves to a more market-oriented economy, will reduce spending
below what was spent for fiscal year 1995. In fact, the agricultural
program is one of the few significant mandatory programs for
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which CBO anticipates that spending will decline. Other manda-
tory programs under the jurisdiction of the House Committee on
Agriculture include the Conservation Reserve Program [Function
302], the Wetlands Reserve Program [Function 302], export support
programs, and crop insurance.
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FUNCTION 370: COMMERCE AND HOUSING CREDIT

This function is composed of the government commerce and tech-
nology programs, including activities within the Departments of
Agriculture, Commerce, and Housing and Urban Development. It
also includes agencies such as the Federal Deposit Insurance Cor-
poration, the Resolution Trust Corporation, the Securities and Ex-
change Commission, the U.S. Postal Service, and the Small Busi-
ness Administration.

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]

HOUSE BUDGET COMMITTEE POLICY ASSUMPTIONS

370 COMMERCE AND HOUSING CREDIT:
Budget Authority .
Outlays

8.9 64 109 4.0 51 17 13 1.0
-135 -69 -34 -61 -31 -36 -—-25 -—26
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DiscussioN oF PoLicY ASSUMPTIONS
DISCRETIONARY SPENDING

Reduce Fleet Modernization and Fishery Products Research in
NOAA. The first two provisions, applying to the National Oceanic
and Atmospheric Administration, are part of the NOAA restructur-
ing proposal described in Function 300.

Terminate the Department of Commerce. The Department of
Commerce is an unwieldy conglomeration of marginally related
programs, nearly all of which duplicate those performed elsewhere
in the Federal Government. According to the General Accounting
Office, Commerce shares its missions with at least 71 Federal de-
partments, agencies, and offices. Its bureaucracy is bloated, its in-
frastructure is in disrepair, and more than 60 percent of its re-
sources are dedicated to activities completely unrelated to its mis-
sion. Former Commerce Department officials recently testified that
the few unique functions contained in Commerce suffer under the
multiple tiers of political appointees and bureaucracy. This pro-
posal terminates Commerce programs that are either unnecessary
or redundant; consolidates functions that belong elsewhere in the
government; and makes independent those programs that should
function in a more businesslike manner.

—Eliminate Industrial Technology Services and Programs in the
National Telecommunications and Information Administration
Engaged in Industrial Policy. Although the Federal Government
has a role in basic research, it should not be engaged in applied
research. Furthermore, considerable evidence exists that the Fed-
eral Government is not capable of picking projects with the
greatest potential for technological and commercial success.
Therefore, this proposal would terminate funding in the Depart-
ment of Commerce for Industrial Technology Services, including
the so-called Advanced Technology Program and phase out the
manufacturing extension partnership. It also terminates funding
for the following four accounts: information infrastructure grants;
public broadcasting facilities; planning and construction; and the
endowment for children’s educational television.

—Eliminate the U.S. Travel and Tourism Administration
[USTTA] and the Trade Promotion Activities of the International
Trade Administration [ITA] and Transfer Remaining Critical Trade
Functions to More Appropriate Agencies. The U.S. Travel and Tour-
ism Administration promotes the United States as a tourist des-
tination for foreign travelers. The International Trade Administra-
tion investigates antidumping, develops international economic pol-
icy, provides marketing services, and counsels U.S. business on ex-
porting. The USTTA’'s and ITA’s trade promotion activities effec-
tively subsidize the industries they attempt to promote. According
to CBO: -

[a]ll increases in exports and tourist expenditures result-
ing from the ITA’'s and USTTA's activities are completely
offset by some mix of reduced exports of other industries
and increased imports.
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Hence, other U.S. firms are hurt by the export and tourism pro-
motion activities of these agencies.

Antidumping and countervailing duty investigations could be
transferred to the International Trade Commission which is al-
ready responsible for determining whether industries are harmed
by antidumping and countervailing duties; all functions of the Of-
fice of Textile and Apparel within the International Trade Adminis-
tration are duplicated in the International Trade Commission, the
Customs Service, USTR, State Department or the Labor Depart-
ment, and should be eliminated.

Reduce the Budget of the Export Administration and Transfer
Critical Functions. The Export Administration [EA] of the Depart-
ment of Commerce enforces U.S. export laws to promote national
security and foreign policy objectives. Export enforcement functions
could be transferred to the Customs Service which already takes
the lead in governmentwide export enforcement; and export licens-
ing could be transferred to the Department of State, which—along
with the Departments of Energy and Defense—already shares ex-
port licensing functions. In disputed licensing cases, USTR should
advise as a probusiness voice.

Consolidate the Bureau of the Census and the Bureau of Eco-
nomic Analysis Into an Independent U.S. Statistical Administra-
tion. Make Patent and Trademark Office self-funding and inde-
pendent. U.S. Government statistics are collected and analyzed by
at least 25 Federal offices, departments, and agencies; each con-
structs indices differently, uses different time periods and different
base years. There is no central organization setting standards for
quality or consistency. Consequently, many statistics compiled by
the U.S. Government are suspect. This proposal calls for consolidat-
ing many of the statistical organizations in the U.S. Government
with the Census Bureau to achieve qualitative improvements and
efficiencies. Because of the difficulty in scoring the sweeping con-
solidation this proposal would require, no savings are assumed.

Eliminate Salaries and Expenses for the Technology Administra-
tion. The Technology Administration is a redundant bureaucracy
tasked with overseeing the National Institute of Standards and
Technology [NIST] and the National Technical Information Service
[NTIS]. Its “leadership” role also duplicates the Office of Science
and Technology Policy.

Eliminate SBA’s Tree Planting Program. The tree planting pro-
gram in the Small Business Administration provides Federal funds
for contracts between States and small business to plant trees on
public lands controlled by State or local governments. The Federal
Government will fund up to 75 percent of the cost of such con-
tracts. Tree planting on State and locally owned land serve local
interests and should be funded by those governments.

Make SBA 7(a) Loan Guarantee Program Self-Financing. This
provision requires charging lenders and borrowers fees to reduce
the Federal subsidy in guaranteeing loans to small businesses. This
will allow the SBA to provide more small business with loan guar-
antees at a lower cost to the Federal Government.
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Encourage Private Financing of Small Business Development
Centers. Small Business Development Centers provide management
counseling to existing and prospective small business owners. Cur-
rent Federal funding accounts for 25 percent to 50 percent of SBDC
funding. By contracting out, tying funding to locally funded eco-
nomic development programs, leveraging all available resources,
and charging the clients a small fee, SBDC's can thrive without
Federal assistance. This proposal would phase-out the Federal
share of the program, but allow State and private capital to fund
existing SBDC's.

Eliminate Duplicative Small and Minority Business Programs
and Consolidate Functions Within the Small Business Administra-
tion. This proposal calls for eliminating funding for the Department
of Transportation’s Minority Business Resource Center Program,
and the Department of Commerce’s Minority Business Develop-
ment Administration, and recommends that clients of these serv-
ices utilize Small Business Administration programs. Both of these
programs duplicate functions already performed by the Small Busi-
ness Administration. [Note: The Department of Transportation por-
tion of this proposal is reflected in Function 400.]

End FHA Multifamily Project Mortgage Insurance. The Federal
Government has insured as much as $34 billion in multifamily
project mortgages. By ending oversubsidization, many if not most
of these projects will require partial or total claims payment by the
FHA. This amounts to many billions of dollars over the next 7
years. In addition, multifamily projects that have been insured by
the FHA have not been self-financing as has the single family port-
folio. This program should be eliminated due to the liability the
government incurs and the money it loses. Savings accrue from
eliminating subsidy costs, administrative streamlining, and section
8 property disposition costs.

MANDATORY SPENDING

Repeal Transitional Expenses of the Post Office. Congress appro-
priated money for transitional expenses when Postal Service reor-
ganization occurred in 1971. This proposal would discontinue the
appropriations for transitional expenses: 24 years after reorganiza-
tion, the Post Office no longer needs transitional funds.

Make Permanent the Expiring Patent and Trademark Fee In-
cluded in the Omnibus Budget Reconciliation Acts of 1990 and
1993. The proposal extends the patent and trademark fees charged
to applicants for copyright protection.

Reform FHA Multifamily Property Disposition. The Federal Gov-
ernment can achieve savings by reforming the rules under which
HUD may sell the property that has come into its possession
through mortgage default. At present, a foreclosed property may
stay in the FHA inventory for years. During the time it is vacant,
the property may be vandalized, or used for drug dealing or other
criminal activities, or it may generally contribute to the degrada-
tion of urban neighborhoods. By reforming the disposition proce-
dures, the Federal Government can achieve budget savings and
protect surrounding neighborhoods from deleterious effects gen-
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erated by longstanding vacant houses. [A second component of this
proposal, concerning section 8 property, appears in Function 600.]

Revised “Mark to Market” Option to Prevent Future FHA Costs
Associated With Project Based Subsidy Program. Currently, mil-
lions of low-income Americans live in 1.6 million federally sub-
sidized privately owned apartments. As long as they live in the
subsidized unit, their contribution to the rent is no more than 30
percent of their income. The Federal Government pays the rest. As
many as 75 percent of these projects charge the tenants and Fed-
eral Government more than the surrounding market rents. In some
cases the rent is twice what an unassisted unit across the street
might charge. In addition, 53 percent of these projects have mort-
gages insured by the Federal Government through the Federal
Housing Administration. Many of these projects have mortgages far
higher than the real market value of the property which contrib-
utes to the high rents. Some are poorly run. Though most are in
decent condition, some properties are physically dilapidated and
need substantial rehabilitation before they will be viable on the
open market. According to the GAO and the HUD inspector gen-
eral, maintaining this policy of oversubsidy and mortgage insur-
ance will cost the U.S. Government as much as $64 billion. Sub-
stantial reforms are necessary now in order to avert a crisis the
HUD inspector general warns will compare to the savings and loan
debacle. Over the next 7 years, most of these contracts will come
up for renewal. The present policy of contract renewal is untenable.
Substantial reform must be enacted if the enormous costs associ-
ated with the present system are to be avoided. The administration
has proposed to bring the mortgage levels of these projects down
to the real market value of the property. By doing so, the rents can
be reduced to market rates without triggering a mortgage default
and thus avoiding a cost to the FHA. This would be accomplished
through selling the mortgage on the open market, without the FHA
insurance and only transitional project-based assistance. The sale
would entail a loss to the Federal Government because it would
have to cover the value of the mortgage between the present level
and the market rate. But because the sale would be without insur-
ance and ultimately without project-based assistance, at the end of
the process, the housing assistance would be transformed into a
voucher-based program and the Federal Government's liability
would be extinguished.

Increase FCC User Fees. This proposal would increase the fees
charged by the Federal Communications Commission to holders of
FCC licenses. The Congress passed legislation in the Omnibus
Budget Reconciliation Act of 1993 that established new fees for cer-
tain types of licenses and increased fees for others. The fees, how-
ever, are earmarked for specific regulatory costs and do not cover
all regulatory activities or agency overhead. This proposal assumes
that the fees would cover the full cost of the services that the FCC
provides to licenseholders, including regulation, enforcement, rule-
making, and international and informational activities. It is as-
sumed that the fee requirement would be adjusted for such factors
as coverage of licenseholders’ service areas and whether a license
provides for shared or exclusive use.
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Fannie Mae and Freddie Mac. The Budget Committee intends to
appoint a special task force chaired by Representative Sue Myrick
to study the unique relationship that Fannie Mae and Freddie Mac
have with the Federal Government. Furthermore, the committee
requests that the House Committee on Banking and Financial
Services conduct a review to explore the possibility of privatizing
Fannie Mae and Freddie Mac. The Federal National Mortgage As-
sociation and the Federal Home Loan Mortgage Corporation—
Fannie Mae and Freddie Mac—are chartered and established by
the Federal Government. In addition, they benefit from exemptions
from State and local taxes, certain Federal regulations and they
have access to the U.S. Treasury under certain circumstances. The
result is a greater ability on the part of Fannie Mae and Freddie
Mac to borrow money at more favorable rates. The U.S. Govern-
ment essentially provides equity capital by bolstering their credit
ratings. This Federal affiliation benefits Fannie Mae and Freddie
Mac, according to CBO, by 30 cents on every $100 dollars of long-
term debt they have. Presently, they do not compensate the Fed-
eral Government for this benefit even though they are fully private
corporations, wholly owned by private stockholders.
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FUNCTION 400: TRANSPORTATION

This function includes Federal funding for highway, railroad,
transit, aviation, and water programs.

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal

year 2002.]

COMMITTEE RECOMMENDATION
FUNCTION 400: TRANSPORTATION

[In millions of dollars]

1995

House Budget Committee policy assumptions evel 1996 1997 1998 1999 2000 2001 2002
Function totals: House Budget Committee bal-
anced budget path:
Budget authority ... 42519 40,456 42,736 43,455 43727 44291 43775 43260
Outlays 39,338 38,832 37,459 36,609 35602 34,920 34,190 33,705
DISCRETIONARY Changes from 1995 levels
Eliminate DOT’s minority business programs:
Budget authority ... 7 -5 -7 -7 -7 -7 -7 -7
Outlays 7 -4 -7 -7 -7 -7 -7 -7
Eliminate highway demonstration projects:
Budget authority ... NA =352 -—352 -—352 —352 -—352 —352 -—352
Outlays 352 —56 —295 -—580 —828 —994 —1126 —1,240
Eliminate funding for intelligent vehicle devel-
opment:
Budget authority ... NA 0 0 0 0 0 0 0
Outlays NA  —43 —193 —239 -—252 —260 —268 —274
Eliminate the Federal Maritime Commission:
Budget authority ... 9 -19 -19 -19 -19 -19 -19 -19
Outlays 9 -1 -18 -19 -19 -19 -19 -—19
Eliminate the Maritime Administration an
transfer defense-critical functions to the
Department of Defense:
Budget authority ... 919 -91 -91 -91 -91 -76 -—-91 91
Outlays 9 -8 -—-66 -—-69 -—-70 =72 =72 =72
Adopt Coast Guard streamlining measures:
Budget authority ... 2607 —-65 —65 —65 —65 —65 —65 —65
Outlays 2481 -52 -57 -—65 —65 —65 —65 —65
Eliminate the Interstate Commerce Commission
and transfer remaining functions to the De-
partment of Transportation:
Budget authority ... 33 -100 -20 -20 -20 -20 -20 -2
Outlays ... 38 -8 -20 -20 -20 -20 -—-20 -—20
Phase out Federal mass transit operating sub-
sidies, provide regulatory relief and flexibil-
ity:
Budget authority ... NA  —193 —385 =—578 =770 —=770 —770 —770
Outlays ... NA  —107 —273 —461 —653 —738 —765 —769
Mass transit capital expenditures: no ne
starts in fixed guideway mass transit capital
grants:
Budget authority ... NA 0 0 0 0 0 0 0
Outlays NA =12 =75 =202 —332 —461 —590 —645
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COMMITTEE RECOMMENDATION—Continued
FUNCTION 400: TRANSPORTATION

[In millions of dollars]

House Budget Committee policy assumptions 199 1996 1097 1998 1999 2000 2001 2002
Mass transit capital expenditures: change Fed-
eral matching rate for remaining capital ex-
penditures to 50 percent:
Budget authority ... NA =214 214 214 -—214 -—-214 -—-214 214
Outlays NA  —40 =217 —491 -701 -—902 —1,014 —1,049
Terminate out-year
transfer grants:
Budget authority ... 48 —48 —48 —48 —48 —48 —48 —48
OULIAYS oo 99 -1 -6 -15 -25 -—-35 —44 —48
Complete Washington Metro in 1999:
Budget authority ... 200 0 0 0 —150 -—200 -—200 -—200
Outlays .. 150 0 0 0 -3 -19 -54 —94
Eliminate transit planning and research:
Budget authority ... 100 -100 -100 -—100 -—100 -—100 =-—100 -—100
Outlays 73 -10 -—-54 -8 —98 -—100 -—100 -—100
Terminate out-year funding for Pennsylvani
Stattion Redevelopment Project:
Budget authority ... 40 —40 —40 —40 —40 —40 -—40 —40
OULIAYS oo 9 -3 =23 =33 =37 —40 —40 —40
Make Amtrak more businesslike: provide regu-
latory relief, phase out operating and cap-
ital subsidies between 1999 and 2002:
Budget authority ... 172 0 0 0 —309 -—463 —618 —772
Outlays ......ccooeevenn. 752 0 0 0 —254 -—412 -579 -—733
Complete Northeast Corridor Improvement Pro-
gram in 1999:
Budget authority ... 200 0 0 0 0 —200 -—200 —200
outlays ... 194 0 0 0 0 —40 -—140 -—200
Eliminate funding for high-speed rail develop-
ment:
Budget authority ... 20 -20 -20 -20 -20 -20 =20 -2
Outlays .....ccoevvvenn. 4 -0 -20 -25 =25 =25 =25 =25
Eliminate Federal funding for the Essential Air
Services Program:
Budget authority ... 0 0 0 0 0 0 0 0
OUEIAYS .oovereeeiereeeeees i 3y -27 -3 -33 -33 -33 =33 =33
Eliminate grants to reliever airports:
Budget authority ... 0 0 0 0 0 0 0 0
Outlays .. 63 -1 -38 -—-51 -—-57 —-60 —63 —63
Eliminate funding for
Training Institutes:
Budget authority .........ccovvevvinvevenneeiiinnnens 2 =2 =2 =2 =2 =2 =2 =2
OUIAYS oo 2 =18 =21 =22 =22 =22 =22 =22
Eliminate Air Traffic Control Revitalization Act
premium pay:
Budget authority ... g7 -8 -8 -8 -8 87 87 =87
Outlays g7 -1 -8 -8 -8 -—-87 —87 =87
Reduce funds for the Office of the Secretary
of Transportation:
Budget authority ... NA -6 -8 -8 -8 -8 -8 -8
Outlays NA -4 -8 -8 -8 -8 -8 -8
Eliminate select unnecessary transportatio
programs and return responsibility to States:
Budget authority ... NA -3 -3 -3 -3 -3 -3 -3
Outlays NA -11 =55 -—-67 -=71 =73 =75 =75
Eliminate select functions and overhead fo
Department of Transportation Research and
Special Programs Administration [RSPA]:
Budget authority ... 2% -16 -—-26 —-26 —-26 —-26 —26 -—26
Outlays 24 -7 -2 -2 -2 -2 —26 —26
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COMMITTEE RECOMMENDATION—Continued
FUNCTION 400: TRANSPORTATION

[In millions of dollars]

1995

Jevel 1996 1997 1998 1999 2000 2001 2002

House Budget Committee policy assumptions

Terminate Local Rail Freight Assistance Pro-
gram:
Budget authority
Outlays
Science, Aeronautics and Technology (i)
[NASA]:
Budget authority

v -1 -1 -1 -1 =17 =171 =17
26 -7 =14 -1 -1 =11 =11 =17

882 —153 —181 -—199 -—217 -—236 -—236 —236

Outlays 467 —81 -—157 -—188 —207 —226 —234 —236
Mission Support (ii) [NASA]:
Budget authority . 414 9 -4 -13 =21 -30 -30 -30
Outlays ... 348 7 -3 -0 -19 -28 -29 -30
Rescind funds for
Budget authority 400 —400 0 0 0 0 0 0
Outlays 0 -1 =300 -—99 0 0 0 0
MANDATORY
Vessel tonnage:
Budget authority NA 0 0 0 49 49 49 49
Outlays NA 0 0 0 49 49 49 49
Rail safety: 1
Budget authority . . NA 42 43 45 47 49 51 53
Outlays NA 42 43 45 47 49 51 53

1Permanent expiring user fees.

DiscussioN oF PoLicY ASSUMPTIONS
DISCRETIONARY SPENDING

Eliminate Duplicative Small and Minority Business Programs
and Consolidate Functions Within the Small Business Administra-
tion. This proposal, also reflected in Function 370, calls for elimi-
nating funding for the Department of Transportation's Minority
Business Resource Center Program, and the Department of Com-
merce’s Minority Business Development Administration, and rec-
ommends that clients of these services utilize Small Business Ad-
ministration programs. Both of these programs duplicate functions
already performed by the Small Business Administration.

Eliminate Highway Demonstration Projects. Approximately 95
percent of highway funds are allocated to the States using formulas
which, are designed to reconcile the competing transportation
needs of States. The remainder of the funds are allocated by ear-
marks, also known as demonstration projects, in which Members of
Congress designate specific highway projects in authorizing and ap-
propriations bills. Earmarking circumvents the planning process by
allocating funds on a political, not economic basis.

Eliminate Funding for the Intelligent Vehicle Development. The
Intelligent Vehicle Highway System Act of 1991 established a Fed-
eral program to research, develop, and operationally test IVHS sys-
tems and to promote their implementation. IVHS encompasses
technologies, ranging from electronic toll collection to fully auto-
mated futuristic highways. IVHS America, the Federal advisory
committee to DOT, estimates that about $6 billion,—$4.7 from Fed-
eral, State and local governments—will be needed through 2011 to
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complete all research and development projects and operational
tests and develop a system architecture. This architecture is ex-
pected to include a massive government-owned and operated tele-
communication infrastructure. Implementing the system once de-
veloped is estimated to cost an additional $8.5 to $26 billion. In
short, development costs are high and widespread commercial suc-
cess is uncertain: Federal involvement would be long term and
costly.

Eliminate the Federal Maritime Commission. The Federal Mari-
time Commission is charged with regulating a system of steamship
conferences that establish and publish ocean transportation rates.
This proposal would deregulate Federal maritime policy, terminate
the Commission, and transfer critical functions to the Department
of Transportation.

Eliminate the Maritime Administration and Transfer Defense-
Critical Functions to the Department of Defense. The Maritime Ad-
ministration [MARAD] was established in 1950 to promote a strong
U.S. merchant marine. MARAD emphasizes promoting maritime
industries and ensuring seafaring manpower for peacetime and na-
tional emergencies. But rather than bolstering the U.S. shipping
industry, these programs have undermined the competitiveness of
U.S. shipping and shipbuilding. Today, only about 4 percent of wa-
terborne cargoes imported and exported from the United States are
carried on U.S.-flag carriers. According to GAO, between 1982 and
1992 the number of U.S. privately owned ships decreased by 31
percent. In testimony on January 11, the inspector general of the
Department of Transportation stated: “Overall, most of MARAD's
mission can readily be transferred or eliminated with little, if any,
noticeable impact to the tax-paying public.” This proposal calls for
transferring the Maritime Academy to the Department of Defense
and requiring DOD to charge tuition, eliminating subsidy programs
for operation of U.S.-flag operators, selling off the National Defense
Reserve Fleet, transferring the Ready Reserve Fleet and other
functions essential to national security to the Department of De-
fense, and phasing out loan guarantees.

Adopt Coast Guard Streamlining Measures. In its 1996 budget
request, the U.S. Coast Guard cited $385 million in reductions that
could be achieved by streamlining operations. This represents a
continuation of current streamlining efforts. This proposal adopts
$304 million of reductions, rejects requested programmatic in-
creases, but leaves flexibility in how the reductions are achieved.

Eliminate the Interstate Commerce Commission and Transfer Re-
maining Functions to the Department of Transportation.—The ICC,
created in 1887, is the oldest independent regulatory agency. Since
the Motor Carrier and the Staggers Rail Acts in 1980, most of the
ICC's duties have been eliminated. But the vestiges of regulation
remain, including a large number of routine applications for ICC
approval of operating rights, rates, and other business decisions. In
its fiscal year 1996 request, the Clinton administration proposed
eliminating the ICC. On June 16, 1994, the House voted to elimi-
nate funding for the Interstate Commerce Commission as an
amendment to the fiscal year 1995 Transportation appropriations



59

bill. In conference, the House and Senate agreed to a 30-percent re-
duction.

Eliminate the Federal Transit Administration. Federal transit
policy has been highly costly and counterproductive. This proposal
calls for a dramatic downsizing in the Federal role in mass transit.
The Federal Transit Administration itself has been criticized as in-
effective oversight and for allowing misuse of millions of dollars of
Federal funds. Remaining functions not eliminated below should be
transferred to the Federal Highway Administration.

—Phase Out Federal Mass Transit Operating Subsidies, Provide
Regulatory Relief and Flexibility. The proposal includes the fol-
lowing components: Since 1965, the Federal Government has
spent over $50 billion on urban mass transit. Yet, during that
time, the percentage of trips to work taken on mass transit has
declined by 30 percent. Although, Federal operating subsidies are
barely 5 percent of total operating costs. But the Federal regula-
tions raise transit costs two or three times the amount received
by transit agencies from the Federal Government. This is largely
the result of expensive Federal mandates. For example, Federal
transit labor projections require transit agencies to pay 6 years
of severance payments for transit employees dismissed because of
efficiency gaining measures. Phasing out operating subsidies and
allowing States and localities more flexibility in transportation
spending would encourage local authorities to lower operating
costs, privatize and contract out, and generally improve local in-
vestment choices. In addition, providing relief from Federal Reg-
ulations such as section 13(c) labor projections of the 1964 Tran-
sit Act and select Clean Air Act provisions, extending bus life re-
guirements and extending ADA compliance deadlines will enable
local transit authorities to do more with less.

—Mass Transit Capital Expenditures: No New Starts in Fixed
Guideway Mass Transit Capital Grants; Change Matching Rate
for Remaining Capital Expenditures to 50 Percent.—New urban
mass transit rail systems are not economically justified for at
least three reasons: First, urban areas have “suburbanized” and
sources of employment have spread beyond the traditional down-
town area. This limits the market for traditional high-capacity
transit rail services. Second, transit has experienced cost esca-
lation so extreme that the same services can be provided by the
competitive market for savings of up to 50 percent. Finally, a
DOT study by Harvard economists indicated that bus-ways can
be built and operated for one-fifth the cost of new rail systems.

According to Census Bureau statistics, no U.S. metropolitan area
that built or expanded urban rail systems in the 1980’s experienced
an increase in transit's market share. For example, transit's work
trip market share decreased 33 percent in Portland, OR, despite
the opening of a new light rail line. Transit work trip market share
in Atlanta declined 36 percent despite an expansion of the heavy
rail system. Yet by subsidizing 80 percent of transit construction
projects, the Federal Government has encouraged expansion of eco-
nomically unjustifiable mass transit rail systems. This proposal
would terminate funding for new mass transit systems and restrict
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the Federal matching share of remaining capital expenditures to 50
percent. This would encourage local authorities to invest in new
transit systems which are likely to be economically viable and
could attract private capital.

—Terminate Out-Year Funding for the Interstate Transfer Grants.
Funding in 1995 fulfills the Federal commitment to transit cap-
ital projects substituted for previously withdrawn segments of
the Interstate Highway System. This proposal, also adopted by
OMB, corrects future spending projections.

—Complete Washington Metro in 1999. This proposal would fully
fund the Federal Government’s current authorization for develop-
ment of the final 13.5 miles of the 103-mile system.

—Eliminate Transit Planning and Research. This program allows
the Federal Government to serve as a catalyst for research and
development of transit technologies. It is significant, however,
that Federal subsidization and participation in transit planning
and research have failed to stem the decline in transit market
share and lower transit per unit operating costs.

Terminate Out-Year Funding for Pennsylvania Station Redevelop-
ment Project.—This earmarked project has never been authorized,
and funding for it has never been requested by either the Depart-
ment of Transportation or Amtrak. The House Appropriations Com-
mittee report states “it appears that funds requested for fiscal year
1995 are only a lure to attract commitment” to make the project
a reality, and in its rescission package, the Appropriations Commit-
tee terminated funding for the Pennsylvania Station Redevelop-
ment. This proposal would extend these savings through 2000.

Make Amtrak More Businesslike: Provide Labor Relief, Phase Out
Operating and Capital Subsidies Between 1999 and 2002. Amtrak
was established in 1970 as a for-profit corporation to take over the
Nation’s ailing passenger rail system. But Amtrak has been bur-
dened by costly Federal laws and highly subsidized to insulate it
from market forces. The cumulative cost to the taxpayer of this
Amtrak experiment has been in excess of $17 billion.

Recently, Amtrak has undertaken an aggressive plan for reduc-
ing expenses, adjusting routes, retiring its oldest cars and setting
itself on a more businesslike footing. Amtrak has also been success-
ful, preliminarily, in negotiating to obtain subsidies from States
where it operates routes at a loss. But Amtrak’s ability to operate
like a commercial enterprise remains hamstrung by a variety of
labor protections. For example, Appendix C-2 of the Rail Passenger
Service Act requires that Amtrak pay 6 years severance to any em-
ployee laid off due to a termination of a route. Because of the “30-
mile rule,” an employee can invoke full severance benefits if Am-
trak seeks to move his work location 30 miles or more. Amtrak is
also prohibited from contracting out if contracting results in the
termination of any employees. With relief from these provisions
and others, Amtrak will be in a better position to continue reducing
costs, improving service, and become self-financing. This proposal
calls for Amtrak to continue its plan of strategic downsizing and
negotiating with States where it operates at a loss. This proposal
further calls for a significant revision of the laws governing pas-
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senger rail labor protection, and phasing out Federal subsidies be-
tween 1999 and 2002.

Complete Northeast Corridor Improvement Program in 1999. Ac-
cording to the Northeast Corridor Transportation Plan, by the De-
partment of Transportation, the infrastructure will be ready for 3-
hour Boston to New York City service on selected trains by 1999.
This proposal would terminate funding for the Northeast Corridor
Improvement Program in 1999 to coincide with this milestone.

Eliminate Funding for High-Speed Rail Development. The high-
speed rail program invests in the development of train systems ca-
pable of traveling at 150 mph or faster. The program is intended
to “focus on next generation rail service compatible with existing
infrastructure.” But according to GAO, existing U.S. rights-of-way
have many curves and carry slow traffic, precluding travel at
speeds in excess of 150 mph. To accommodate faster traffic and
new tracks or magnetic guideways would need to be installed, at
an estimated cost of at least $20 million per mile. In short, imple-
menting high-speed rail will require an extremely costly, long-term
investment by the Federal Government, while conventional pas-
senger rail service already requires exorbitant Federal, State, and
local subsidies. According to GAO, “private investors have avoided
[high-speed rail] projects, considering them unlikely to be profit-
able.” This proposal would terminate that program.

Eliminate Federal Funding for the Essential Air Service Program.
The Essential Air Service Program was created by the Airline De-
regulation Act of 1978 to continue air service to communities that
had received federally mandated air service prior to deregulation.
The program provides subsidies to air carriers serving small com-
munities that meet certain criteria. Subsidies currently support air
service to 82 communities, with about 700,000 passengers served
annually. The subsidy per passenger ranges from $5 to nearly
$320. This program was established to provide a smooth phaseout
of Federal subsidies to airlines that service small airports. This
proposal would end the program.

Eliminate Grants to Reliever Airports. One set-aside category in
the Airport Improvement Program provides funds for projects at
general aviation airports called “relievers.” Relievers are defined as
those airports that relieve congestion at commercial airports, and
provide additional general aviation access to the community. This
set-aside was created by Congress to reduce congestion at commer-
cial airports by improving reliever airports and to provide general
aviation with additional access to airports. But according to GAO:
“FAA does not consider general aviation to be a significant factor
in congestion at commercial airports today.” During 1983 to 1991,
the proportion of general aviation traffic decreased by 38 percent
at the Nation’s congested commercial airports. This decrease can be
attributed to an overall decline in general aviation activity, not the
presence of reliever airports. Further, FAA and aviation industry
group officials consider access to general aviation facilities to be
sufficient—and often more than sufficient—in most areas where re-
lievers are located.
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Eliminate Funding for the Civil Aeromedical Institute and the
FAA Management Training Institute. These eliminations were rec-
ommended by the Inspector General of the Department of Trans-
portation. These services could be obtained through private provid-
ers.

Eliminate Air Traffic Control Revitalization Act Premium Pay.
The Federal Government provides a 5-percent pay premium to
more than 30,000 air traffic controllers, operators, technicians, in-
spectors, and maintenance employees who did not strike 14 years
ago. This proposal would eliminate that pay differential.

Reduce Funds for the Office of the Secretary of Transportation.
This reduction could be achieved by eliminating Funding for trans-
portation planning, research and development. This account fi-
nances systems development and those research activities and
studies concerned with planning and analysis and information de-
velopment. This function is duplicated in the modal agencies within
the DOT.

Eliminate Select Unnecessary Transportation Programs and Re-
turn Responsibility to States. This proposal would eliminate the fol-
lowing programs and return their functional responsibilities to the
States: The International Highway Transportation Outreach Pro-
gram; the Congestion Pricing Program; the Applied Research Pro-
gram; the National Highway and Transit Institutes; and the On-
the-Job Training Program.

Eliminate Select Functions and Overhead for Department of
Transportation Research and Special Programs Administration
[RSPA].—RSPA serves as a research, analytical, and technical de-
velopment arm of the Department for multimodal research and de-
velopment, as well as special programs. According to the inspector
general of the Department of Transportation:

* * * collection of data [by RSPA] poses significant cost
to the airline industry and requires DOT staff resources.
In an unregulated environment, much of the data collected
is not needed and should be eliminated. For the remaining
data that meets essential Federal needs * * * consolida-
tion of the collection process in the Bureau of Transpor-
tation statistics or by a private contractor may be more ef-
ficient than the current RSPA operations.

Safety and hazardous materials functions should be transferred
to the FHWA or elsewhere in DOT, the Volpe National Transpor-
tation Systems Center should be privatized, and remaining func-
tions should be closed.

Terminate Local Rail Freight Assistance Program. This program
provides discretionary and flat rate grants to States for planning
and acquisition, track rehabilitation, and rail facility construction
for light density freight lines. According to the Congressional Budg-
et Office, opponents of the program argue that it is a low priority
because the lines in question are not an important link in the na-
tional transportation system. Because most of the benefits accrue
at the local or State level, any subsidies should come from State
or local governments, not the Federal Government. The Clinton ad-



63

ministration requests no funding for this program, and funding for
the program was rescinded by the Appropriations Committee this
year.

Emphasize NASA’s Core Missions. In certain areas, such as fun-
damental scientific research and collective risk endeavors, the gov-
ernment does play an important role. This proposal assumes that
space exploration and aeronautical research and development, in-
cluding the Advanced Subsonic Technology and High Speed Civil
Transport Programs are examples where the collective risks are
still high, and where agencies such as the National Aeronautics
and Space Administration have been able to make great technical
strides with public funds that have not only resulted in scientific
advances, but in significant economic benefits as well. Indeed,
NASA's efforts in aeronautical research have helped assure Amer-
ican pre-eminence in the aerospace field and maintain a substan-
tial balance-of-trade surplus in that portion of the economy. Still,
even in outer space, policies are advocated that encourage faster
private technology development as risk becomes better understood
and more controllable. Finding ways to involve industry in space
activities should be a major priority. Consequently, this proposal
assumes a $1.5 billion savings by privatizing the space shuttle.
Savings on the order of $2.7 billion are also assumed by applying
just such a policy to the Mission to Planet Earth Program. This
proposal also assumes the overall NASA management and oper-
ational reforms referred to in House Report 104-89, part 1. Finally,
space is the last frontier to be utilized and developed. In this re-
gard, this proposal provides for the full allocation of resources nec-
essary from the $13.2 billion required to complete the construction
and assembly of the international space station basic research lab-
oratory. [Note: The figures above reflect the portion of this provi-
sion that occurs in Function 400. Another portion appears in Func-
tion 250.]

MANDATORY SPENDING

Make Permanent Various Expiring User Fees in the Omnibus
Budget Reconciliation Acts of 1990 and 1993. The proposal extends
vessel tonnage charges imposed on users of U.S. ports, and rail
safety fees imposed on rail carriers to fund railroad safety activi-
ties. Recipients of government services such as Coast Guard harbor
maintenance should share the cost of providing these services rath-
er than the general public.
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FUNCTION 450: COMMUNITY AND REGIONAL
DEVELOPMENT

This function includes the Community Development Block Grant,
programs within the Federal Emergency Management Agency, the
Small Business Administration, and the Bureau of Indian Affairs.

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]

COMMITTEE RECOMMENDATION
FUNCTION 450: COMMUNITY AND REGIONAL DEVELOPMENT

[In millions of dollars]

1995

level 1996 1997 1998 1999 2000 2001 2002

House Budget Committee policy assumptions

Function totals: House Budget Committee bal-
anced budget path:

Budget authority ...

Outlays

9175 6,746 6718 6,709 6,725 6661 6192 6,074
11591 9,897 70824 6720 6,497 6566 6445 6,042

DISCRETIONARY Changes from 1995 levels

Eliminate Federal support for the Tennessee
Valley Authority:

Budget authority ... 143 —143 -—143 —143 -—143 —143 -—143 -—143

Outlays 141 —42 -117 -133 -—143 -—143 -—143 -—143
Eliminate the Economic Development Adminis-
tration:
Budget authority ... 450 —429 —441 —443 —445 —447 —450 —450
Outlays 317 -—23 —119 —239 —332 —426 —450 —450

Community Development Block Grant:

Budget authority ... 4622 —924 —924 —924 —924 —924 —924 —924

Outlays ... 4,047 =37 =405 =773 =902 —924 -—924 —924
End policy developme
grams:
Budget authority ... 42 =42 =42 =42 =42 -4 -4 -4
Outlays 37 =17 =38 =42 —42 42 42 =42
Eliminate Community Development Financial
Institutions:
Budget authority ... 125 —124 -—124 -—124 -—124 —124 -—124 -—124
Outlays 34 -5 =37 -—81 -113 -—124 -124 -124
Eliminate the Appalachian Regional Commis-
sion:
Budget authority ... 282 —282 -—282 —282 -—282 -—282 -—282 —282
Outlays 202 -—-14 -85 -—169 —-219 -—254 —282 —282

Rural water and waste disposal grants:®

Budget authority ... 630 —-63 —-63 —63 —63 —63 —63 —63

Outlays 398 -2 -12 -28 —45 -5 —63 —63
Rural business enterprise grants: !

Budget authority ... 48 -25 =25 =25 =25 =25 =25 =25

OUEIYS .oooveveeerreisiersriisessssenssisens 32 -3 -1 -2 -2 -2 =25 =25

Rural development loan fund:
Budget authority ...
Outlays

Rural business and industry loans:
Budget authority ...
Outlays

47 —24  —24 —24 -2 -4 -2 -24
2 -3 -7 -14 -—18 -—24 -2 -2

20 -10 -100 -0 -0 =10 -10 -10
17 -1 -5 =10 -10 -10 -10 -10
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COMMITTEE RECOMMENDATION—Continued
FUNCTION 450: COMMUNITY AND REGIONAL DEVELOPMENT

[In millions of dollars]

1995

level 1996 1997 1998 1999 2000 2001 2002

House Budget Committee policy assumptions

Terminate local technical assistance:
Budget authority
Outlays

BIA and construction:
Budget authority .
Outlays ...

Pennsylvania Av
Budget authority
Outlays

1000 -—214 -—214 -—214 -—-214 =214 =214 214
1,005 —135 —196 —201 —207 —209 —209 —209

MANDATORY

50-Percent reduction in flood insurance sub-
sidy on pre-firm structures:

NA  —181 189 —98 -—207 -—216 —226 —236
NA  —181 —189 0 0 0 0 ?

Budget authority
Outlays

1Rural development block grant.

DiscussioN oF PoLicY ASSUMPTIONS
DISCRETIONARY SPENDING

Eliminate Federal Support for the Tennessee Valley Authority.
The Tennessee Valley Authority (TVA) is the nation’s largest elec-
tric utility. It also is responsible for a variety of natural resource
maintenance and development, recreational, community develop-
ment and environmental activities. In 1995 Congress appropriated
$143 million for these activities. This proposal would end this an-
nual subsidy for TVA. Other, equally deserving regions of the coun-
try fund these activities either through higher rates for electric
power, local tax revenues, or user fees.

Eliminate the Economic Development Administration as Part of
Terminating the Department of Commerce. The Economic Develop-
ment Administration was established under the Public Works and
Economic Development Act of 1965 to stimulate economic growth
in economically distressed areas. EDA has long been criticized for
providing Federal assistance for activities whose benefits are pri-
marily local and should be the responsibility of State and local gov-
ernments. EDA programs also have been criticized for substituting
Federal credit for private credit and for facilitating the relocation
of businesses from one distressed area to another. Furthermore, its
eligibility criteria is extremely broad, has resulted in little proven
effect compared with other programs having similar goals.

Community Development Block Grant. This program is being
shifted into Function 600 as part of the block grants for develop-
ment, housing, and special populations.

End Housing Policy Development and Research Programs. The
PDR develops ideas for planning and implementing changes in
housing policy. It develops programmatic proposals to improve de-
livery of services. Research and analysis of housing programs is
done by independent government agencies such as GAO, CBO, and
CRS, as well as private entities. In addition, the presence of this
analytical unit has not prevented massive problems associated with
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HUD's coordination and planning policies, as outlined in the HUD
IG report and the National Academy of Public Administration re-
port.

Eliminate Community Development Financial Institutions. This
program was created in 1994 to provide financial support for com-
munity development banks, credit unions, and microloan funds. It
duplicates what the Neighborhood Reinvestment Corporation can
already do. It was targeted for rescission by the House Appropria-
tions Committee.

Eliminate the Appalachian Regional Commission [ARC]. The
Federal Government provides annual funding to the ARC for activi-
ties that promote economic growth in Appalachian counties. Yet
there is little evidence that the ARC can be credited with improve-
ments in the economic health of Appalachia. The programs sup-
ported by the ARC duplicate activities funded by other Federal
agencies, such as the Department of Transportation’s Federal
Highways Program and the Department of Housing and Commu-
nity Development Block Grant Program. ARC resources go to poor
rural communities that areas are no worse off than many others
outside the Appalachian region and, therefore, no more deserving
of special Federal attention.

Create a Rural Development Block Grant. The administration has
recommended the creation of a Rural Development Performance
Partnership Program. Under their proposal, existing programs—
solid waste management grants, rural water and waste disposal
grants, rural water and waste disposal loans, rental assistance pro-
gram, rural community fire protection grants, rural community fa-
cility loans, rural housing insurance fund, salaries and expenses of
the Rural Business and Cooperative Development Service, rural
technology and cooperative development grants, local technical as-
sistance and planning grants, rural business enterprise grants,
rural business and industry loans, and rural development loans—
would be merged into a new block grant. This proposal generally
accepts the notion of a block grant, albeit with a different composi-
tion and lower funding level. The proposal would freeze funding for
Rural Community Facility Loans, which are provided for the con-
struction and improvement of community facilities providing essen-
tial services in rural areas, such as hospitals and fire stations. It
also recommends terminating several low-priority programs—Rural
Community Fire Protection Grants, Compensation for Construction
Defects, and Local Technical Assistance and Planning Grants—it
recognizes that the Section 515 Rural Insurance Housing Program
has not been authorized, and it reduces waste-water programs. The
proposal also recognizes that the private sector is significantly
more effective at producing economic development than the govern-
ment. Therefore, the proposal calls for a 50-percent reduction in all
business and development accounts before the creation of the block
grant. Finally, the proposal accepts the Administration’s funding
request for Very Low-Income Housing Repair Grants, but incor-
porates the program into the new block grant. [Note: the rental as-
sistance portion of this proposal appears in Function 600.] and The
Rural Housing Insurance Program occurs in Function 370.



67

Create a New Native American Block Grant. This proposal would
accelerate the trend toward self-determination for native Ameri-
cans. The reinvented Bureau of Indian Affairs would provide block
grants, rather than engaging in the direct provision of services or
the direct supervision of tribal activities. This proposal would re-
duce the central office operations of the BIA by 50 percent and
eliminate funding for the Navaho and western Oklahoma area of-
fices. It would eliminate technical assistance of Indian enterprises,
through which technical assistance for economic enterprises is pro-
vided by contracts with the private sector or with other Federal
agencies. As recommended by the Clinton administration, the pro-
posal eliminates funding for direct loans to the Indians, and it re-
duces the guaranteed loans by 10 percent. Currently, the govern-
ment provides loan guarantees with an emphasis on manufactur-
ing, business services, and tourism. The block grant incorporates
80 percent of the current budget for construction. This proposal
also assumes that the operating costs of the National Indian Gam-
ing Commission are financed through annual assessments of gam-
ing operations regulated by the Commission. Finally, it assumes
that the other major programs for native Americans will be incor-
porated into this block grant when those programs have achieved
self-determination. [Note: Portions of this proposal also are con-
tained in Functions 550 and 800.]

Eliminate the Pennsylvania Avenue Development Corporation and
Other Low-Priority Programs in the Departments of Agriculture and
the Interior. This proposal would terminate several programs, in-
cluding the Urban Park and Recreation [UPAR] Fund, inter-
national forestry, the Pennsylvania Avenue Development Corpora-
tion, the Woodrow Wilson International Center, the National Cap-
ital Arts and Cultural Affairs, the Wildlife Conservation and Ap-
preciation Fund, and the African Elephant Conservation Fund.
UPAR provides matching grants to cities for the renovation of
urban parks and recreation facilities. Under international forestry,
technical assistance is provided outside the United States. The
Woodrow Wilson International Center for Scholars facilitates schol-
arship “of the highest quality in the social sciences and human-
ities.” The National Capital Arts and Cultural Affairs account is
funded under the Commission of Fine Arts; it makes payments for
general operating supports to Washington, DC, arts and other cul-
tural organizations. The Wildlife Conservation and Appreciation
Fund provides grants to States for conservation and appreciation
projects intended to conserve “the entire array of diverse fish and
wildlife species.” Rewards are paid for information leading to a civil
penalty or criminal conviction under the African Elephant Con-
servation Act. Given the size of the Federal deficit, it is important
to eliminate or substantially reduce low-priority programs. The fig-
ures above reflect the Pennsylvania Avenue Development Corpora-
tion savings in Function 450.

MANDATORY SPENDING

Reduce by 50 Percent the Flood Insurance Subsidy on Pre-FIRM
Structures. The National Flood Insurance Program [NFIP] offers
insurance at heavily subsidized rates for buildings constructed be-
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fore January 1, 1975, or the completion of a participating commu-
nity’s “Flood Insurance Rate Map” [FIRM]. Owners of post-FIRM
construction pay actuarial rates for their insurance. Currently, 18
percent of total flood insurance coverage is subsidized. The Federal
Emergency Management Agency [FEMA], which administers the
flood insurance program, reported in 1994 that 41 percent of policy-
holders were paying subsidized rates for some or all of their cov-
erage. The program subsidizes only the first $45,000 of coverage for
a single-family or two- to four-family dwelling, and the first
$130,000 of a larger residential, nonresidential, or small business
building. Coverage in the subsidized tier is currently priced at
about one-third of its actuarial value. Under this proposal, the sub-
sidy would be reduced by 50 percent.
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FUNCTION 500: EDUCATION, TRAINING, EMPLOYMENT,
AND SOCIAL SERVICES

Programs within this function include aid to elementary and sec-
ondary education, college student loans and grants, worker train-
ing, foster care, aid to the disabled, and Head Start.

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]

COMMITTEE RECOMMENDATION
FUNCTION 500: EDUCATION, TRAINING, EMPLOYMENT AND SOCIAL SERVICES

[In millions of dollars]

House B”dge‘sfrg[Tt{gﬁ;ee Policy As- 1999 1996 1997 1998 1999 2000 2001 2002
Function totals: House Budget
Committee balanced budget
path:
Budget AuthOrity ................. 58,300 45737 45016 44,874 45401 45898 44,959 44,562
OUIAYS oooeevrriercrinne 54,730 52,266 46,438 44627 44711 45168 44207 43,671
DISCRETIONARY Changes from 1995 levels
Eliminate Funding for Goals
2000:
Budget Authority ... 403 —403 —403 —403 —403 —403 —403 —403
Outlays 133 —48 —323 —395 —403 —403 —403 —403
Eliminate Funding for Title 1
Concentration Grants and BIA
Set-Aside:
Budget Authority .................. 703 —703 —703 —703 —703 —703 —703 —703
OUIAYS oo 668 —88 —584 —715 —703 —703 —703 —703
Fund Impact Aid at the Presi-
dent’s Level:
Budget Authority 728 —109 —136 —178 —178 —178 —178 —178
Outlays . 1,088 -89 —129 —170 -177 —178 —178 —178
Eliminate Duplicative School Im-
provement Programs:
Budget Authority .... 415 —415 —415 —415 —415 —415 —415 —415
Outlays 311 —50 —332 —407 —415 —415 —415 —415

Consolidate School Improvement
Programs and Drug-Free
Schools into Governors’ Block

Grant:
Budget Authority ... 1,170 —351 —351 —351 —351 -351 —351 —351
Outlays ... 1,120 —42 —281 —344 —351 —351 —351 —351
Discontinue Capital Contribu-
tions:
Budget Authority ............... 158 —158 —158 —158 —158 —158 —158 —158
OULIAYS .vovveeerreeerenriinenenes 158 —16 —153 —158 —158 —158 —158 —158
Eliminate State Incentive Grants
and State Post-Secondary Re-
view Entities:
Budget Authority ... 83 —83 -83 -83 —83 -83 -83 -83
Outlays 91 -17 -83 -83 —83 —83 -83 -83
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[In millions of dollars]

70

COMMITTEE RECOMMENDATION—Continued

House B”dgegfrggmee Policy As- 1999 1996 1997 1998 1999 2000 2001 2002
Eliminate Duplicative Higher Edu-
cation Grants:
Budget Authority ... 131 —131 —131 —131 —131 —131 —-131 —131
Outlays 128 —16 —105 —128 —131 —-131 —131 —131
Phase Out Aid to Institutions
Over Two Years as proposed
by the President:
Budget Authority 230 —47 —87 —87 —87 -87 —87 —-87
Outlays 213 -6 —42 —78 —86 —87 —87 —87
Phase Out all Special Interest
Scholarships:
Budget Authority ... 11 -32 —69 -93 —112 —112 —112 —112
Outlays 104 -4 -30 —64 -89 —108 —-112 —112
Eliminate Funding for TRIO Pro-
grams:
Budget Authority ... 466 —466 — 466 — 466 — 466 —466 — 466 — 466
Outlays 419 —56 —373 —457 —466 —466 —466 — 466
Eliminate Federal Funding for
Howard University, Redirect
Half of the Savings to Histori-
cally Black Colleges Fund:
Budget Authority ... 206 —103 —103 —103 —103 —103 —103 —103
Outlays 200 =177 —120 —104 —103 —103 —103 —103
Eliminate Wasteful Education Re-
search Programs:
Budget Authority ... 253 —253 —253 —253 —253 —253 —253 —253
Outlays ...... 217 —54 —202 —249 —253 —253 —253 —253
Eliminate Federal Funding for Li-
braries:
Budget Authority ... 144 —143 —143 —143 —143 —143 —143 —143
Outlays 155 —52 —106 —143 —143 —143 —143 —143
Reduce the Department of Edu-
cation Administration Account
by 30 Percent:
Budget Authority ... 356 —-107 —107 —107 —107 —-107 —107 —-107
Outlays 350 —102 —102 —102 —107 -107 —107 -107
Terminate Bilingual and Immi-
grant Education:
Budget Authority .................. 245 —245 —245 —245 —245 —245 —245 —245
0111511 N 251 -29 —196 —240 —245 —245 —245 —245
Terminate Funding for the Na-
tional Endowment for the Arts
and National Endowment for
the Humanities:
Budget Authority ... 344 —344 —344 —344 —344 —344 —344 —344
Outlays 351 —129 —276 -321 —344 —344 —344 —344
Funding Head Start at the fiscal
year 1994 Level:
Budget Authority ................ 3534 —209 —209 —209 —209 —209 —209 —209
01114511 N 3,339 =79 —184 —209 —209 —209 —209 —209
Privatize the Corporation for
Public Broadcasting
Budget Authority ... 286 —26 -29 —315 —315 —315 —-315 —315
Outlays 286 —26 -29 —315 —315 —315 —-315 —315
Eliminate the Corporation for
National and Community Serv-
ice:
Budget Authority ... 804 —790 —790 —790 —790 —790 —790 —790
Outlays 483 —199 —572 —732 —761 —768 =775 —783
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COMMITTEE RECOMMENDATION—Continued
FUNCTION 500: EDUCATION, TRAINING, EMPLOYMENT AND SOCIAL SERVICES

[In millions of dollars]

House Budget Committee Policy As-
sumptions

1995
level

1996

1997

1998

1999

2000

2001

2002

Terminate three accounts in the
National Telecommunications
and Information Administra-
tion:

Budget Authority ...
Outlays ......

End Federal Attempts to Teacl
People How to Purchase
Housing:

Budget Authority ...
Outlays

Woodrow Wilson International
Center (PA Avenue Develop-
ment Corp.):

Budget Authority ...
Outlays

National Capitol Arts and Na-
tional Affairs (PA Ave Develop-
ment Corp.):

Budget Authority ...
Outlays ..

Create a Job Training Blocl
Grant:

Budget Authority .........c.......
OULIAYS ovvovervvreririrrienne

Vocational and Adult Education
(Perkins) (Job Training Block
Grant):

Budget Authority ...
Outlays

Education for the Disadvantaged

(Job Training Block Grant):
Budget Authority ...
Outlays

Vocational and Adult Education
(Homeless Adults) (Job Train-
ing Block Grant):

Budget Authority ...
Outlays

Community Service Employment
for Older Americans (Job
Training Block Grant):

Budget Authority
Outlays

Training and Employment Serv-
ices (Job Training Block
Grant):

Budget Authority ...
Outlays

State Unemployment Insurance
and Employment Service Op-
erations (Job Training Block
Grant):

Budget Authority
Outlays

Employment and Training Admin-
istration Unemployment Trust
Fund (Job Training Block
Grant):

Budget Authority ...
Outlays

1,464
1,468

411
409

4,356
3,936

821
810

167
166

—96
-5

—50
-3

-10
-5

-8
-8

5,769
1,096

—1,464
=177

—10
-1

-9
-1

—411
=71

—4,358
—-137

—821
—492

—167
—150

—96
—57

-50
—44

-10
-10

-8
-8

5,769
4,904

—1,464
-1171

—-10
-8

-9
-8

—411
—375

—4,328
—3,404

—821
—821

—-167
—-167

—96
—80

—50
—49

-10
-10

-8
-8

5,769
5,769

—1,464
—1435

—10
—10

-9
-9

—411
—411

—4,298
—4,288

—821
—821

—167
—167

—96
—-95

—50
—50

-10
-10

-8
-8

5,769
5,769

— 1,464
—1,464

—10
—10

-9
-9

—411
—411

—4,267
—4,299

—821
—821

—167
—167

—96
—96

—50
—50

-10
-10

-8
-8

5,769
5,769

—1,464
—1,464

—10
—10

-9
-9

—411
—411

—4,267
— 4,266

—821
—821

—167
—167

—96
—96

-50
—50

-10
-10

-8
-8

5,769
5,769

— 1,464
— 1,464

—-10
—10

-9
-9

—411
—411

—4,267
— 4,266

—821
—821

—167
—167

—96
—96

-50
—50

-10
-10

-8
-8

5,769
5,769

— 1,464
— 1464

—10
—10

-9
-9

—411
—411

—4,267
— 4,266

—821
—821

—167
—167



72

COMMITTEE RECOMMENDATION—Continued
FUNCTION 500: EDUCATION, TRAINING, EMPLOYMENT AND SOCIAL SERVICES

[In millions of dollars]

flouse BUdgetsuCng{ar}irglrEee Policy As- 198 1996 1997 1998 1999 2000 2001 2002
Eliminate Office of the American
Workplace:
Budget Authority ... 30 -30 -30 -30 -30 -30 -30 -30
Outlays 30 0 0 -30 -30 -30 -30 -30
Reduce the Labor Department’s
Management Account by
Twenty Percent:
Budget Authority ... 155 -35 -35 -35 -35 -35 -35 -35
Outlays .. 147 -28 -33 =35 -35 -35 =35 -35
Creation of Discretionary part 0
Child Protection Block Grant:
Budget Authority .........c....... n/a 503 503 503 503 503 503 503
OULIAYS ovoovereereririiienne n/a 440 503 503 503 503 503 503
Cancellation of Ways and Means
Child Protection Programs:
Budget Authority ... 302 —302 —302 —302 —302 —302 —302 —302
Outlays 303 —303 —303 —303 —303 —303 —303 —303
Cancellation of Opportunities
Committee Child Protection
Programs:
Budget Authority ... 103 —103 —103 —103 —103 —-103 —103 —103
Outlays 79 -10 -89 —103 —103 —103 —103 —103
Opportunities Committee Child
Care Program (Repeal for
Block Grant) (Narrative found
in Function 600):
Budget Authority ... 20 -20 -20 -20 -20 -20 -20 -20
Outlays 19 -2 =17 -19 -20 -20 -20 -20
MANDATORY
AFDC JOBS, Title I:
Budget Authority ................. 1300 -1300 -1300 -—1,300 -—1300 -—1300 —1300 ~—1,300
OULIAYS .ovooeevieeriiiis 980 —980 —980 —980 —980 —980 —980 —980
Subsidy Program for Student
Loans:
Budget Authority 5778 —4321 —5329 —5597 —5433 —5280 —5279 —5237
Outlays 5237 —3124 —4698 —5293 —5255 —5087 -—5040 —5044
Terminate Trade Adjustment As-
sistance, (training part):
Budget Authority ... 93 —-93 —-93 —-93 —-93 —-93 —-93 —-93
Outlays 93 -93 -93 -93 -93 -93 -93 -93
Terminate Trade Adjustment As-
sistance, (NAFTA part):
Budget Authority ... 33 -33 -33 -33 -33 -33 -33 -33
Outlays 9 -9 -9 -9 -9 -9 -9 -9
Foster Care, Title Il (Child Pro-
tection Block Grant):
Budget Authority ... 3,609 327 592 904 1,164 1,468 1,671 1,747
Outlays 3,457 81 718 1,025 1,290 1,590 1,750 1,714
Family Preservation & Support,
Title II (Child Protection Block
Grant):
Budget AuthOrity ................. 150 —150 —150 —150 —150 —150 —150 —150
OULIYS .voveeevieeriiiis 83 -83 —83 -83 —83 -83 —83 —83
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DiscussioN oF PoLicY ASSUMPTIONS
DISCRETIONARY SPENDING

Terminate the Department of Education.

Improving education will take bottom-up reform. Presi-
dential speeches and photo opportunities, national testing
and assessment, federally funded experimental schools,
even new grants spent in accordance with Federal guide-
lines, can make only marginal contributions to fixing the
schools. Education in America will not improve signifi-
cantly until States and communities decide they want bet-
ter schools. Making education more effective will take par-
ents who care, committed teachers, community support,
and accountable school officials. An “Education President”
can help focus media attention on schooling, but he risks
diluting State and local responsibility by implying that
Washington can actually produce change.—Alice M. Rivlin,
“Reviving the American Dream.”

The freshman Members of the House majority will introduce leg-
islation to abolish the Department of Education on May 24. The
Budget Committee endorses their goal of returning education to the
States and local level. This proposal would eliminate funding for
approximately 150 programs in the Department of Education.
[Note: This department termination also calls for ending the in-
school interest subsidy for Stafford Loans, which is described in the
mandatory component of this function.]

—Eliminate Funding for Goals 2000. Education Reform will be
achieved by encouraging innovation and rewarding results. Goals
2000 increases funding for bureaucracy and imposes new regula-
tions on States and localities—exactly the wrong approach.

—Eliminate Funding for Title 1 Concentration Grants and BIA Set-
Aside. Funding for the title 1 program, which provides supple-
mental funding to assist low-achieving students, has doubled
over the past 10 years. Unfortunately, studies have shown lim-
ited positive effects for the students this program was supposed
to help. According to the Education Department’'s Biennial Eval-
uation Report:

Comparisons of similar cohorts by grade and poverty
show that program participation does not reduce the test
score gap for disadvantaged students. Indeed, Chapter 1
student scores (in all poverty cohorts) declined between the
third and fourth grades.

While the recent reauthorization bill included provisions in-
tended to reform the title 1 program, there is no evidence yet to
show that these changes have improved the program. This pro-
posal would leave the Basic Grants unchanged and eliminate
funding for Concentration Grants and the BIA Set-Aside. These
programs duplicate funds already provided by the Basic Grants.

—Fund Impact Aid at President’s Level. Impact Aid provides fund-
ing to school districts that educate children of families associated
with Federal installations, especially Indian reservations and
military bases. The administration’s proposal would limit funding
to military and Indian “a’s,” whose parents both live and work
on Federal property, and targets the assistance to more accu-
rately reflect the local education contribution.
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—Eliminate Duplicative School Improvement Programs. This pro-
posal would eliminate funding for the following: Education Infra-
structure; Inexpensive Book Distribution; Arts in Education; In-
struction in Civics; Christa McAuliffe Fellowships; Magnet
Schools Assistance; Education for Homeless Children and Youth;
Women’s Educational Equity; Training and Advisory Services;
Dropout Prevention Demonstrations; Ellender Fellowships; Edu-
cation for Native Hawaiians; Foreign Language Assistance;
Training in Early Education and Violence; Charter Schools;
Technical Assistance for Improving ESEA Programs; and Family
and Community Endeavor Schools. Although many of these pro-
grams have useful goals, they are generally too small to be effec-
tive on a national scale. This proposal anticipates that many of
these activities will be eligible for funds under a new Governors
Education Reform Block Grant. The administration’s budget re-
duces categorical programs in the Department of Education by
68.

—Consolidate School Improvement Programs and Drug-Free
Schools Into Governors’ Block Grant. This proposal would consoli-
date the Title 2 Program, the Eisenhower Professional Develop-
ment Grants and the Drug-Free Schools Program into an $804-
million Governors’ Education Reform Block Grant. This approach
will achieve two general principles articulated by the administra-
tion in their proposal to restructure the Perkins Act:

* * * flexibility, allowing States and localities to imple-
ment * * * systems that respond to local needs, instead of
Federal “set-asides” and other requirements and ‘“consoli-
dation,” ending program proliferation by merging separate
formula and discretionary programs into a more coherent,
integrated program.

—Discontinue Capital Contributions. The President's Fiscal Year
1995 Budget recommended discontinuing funding for Capital
Contributions for Perkins Loans, saying:

Federal Direct Student Loans and Federal Family Edu-
cation Loans, together with new Perkins Loans funded
from $6 billion in existing institutional revolving funds,
will provide adequate sources of capital for new student
borrowing.

This proposal would not affect the two other campus-based pro-
grams, the Work-Study Program, and Supplemental Education
Opportunity Grants. This proposal also would not reduce the
Perkins Loan cancellation payments, nor would it eliminate the
$6 billion loan revolving fund.

—Eliminate State Incentive Grants and State Post-Secondary Re-
view Entities. The State Incentive Grant Program was set up in
1972 to encourage States to offer scholarships to postsecondary
students in financial need. Today, all 50 States and the District
of Columbia offer this kind of assistance. For this reason, the Na-
tional Performance Review recommended terminating this pro-
gram. The SPRE program reimburses States for activities that
supplement existing institutional licensing and review functions
conducted by States to enable institutions to participate in the
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student loan program. Critics have argued that the program is
poorly focused and overly burdensome. This proposal would
eliminate funding for the program.

—Eliminate Duplicative Higher Education Grants. This proposal
would eliminate funding for the following: the Fund for the Im-
provement of Postsecondary Education; Alaska/Hawaii Native
Culture and Arts; the Eisenhower Leadership Program; Minority
Teacher Recruitment; Minority Science Improvement; Innovative
Projects for Community Service; International Education and
Foreign Language Studies; Cooperative Education; Law School
Clinical Experience; Urban Community Service; the student fi-
nancial aid database and information line; and the Mary McLeod
Bethune Memorial Fine Arts Center. Most of these programs
have either largely achieved their original purposes or could be
supported more efficiently by other funding sources. The admin-
istration's own budget reduces the number of categorical pro-
grams in the Department of Education by 68, including 6 of the
programs listed above.

—Phase Out Aid to Institutions Over 2 Years as Proposed by the
President. The purpose of these programs is to help institutions
of higher education with limited financial resources become fi-
nancially self-sufficient. Although the goal is worthy, the commit-
tee agrees with the administration that the best way to support
these institutions is through investing in student financial assist-
ance. According to the administration:

Tuition revenues from a student receiving financial aid
may be used for developmental purposes, such as those
currently supported by part A, as well as the endowment-
building activities currently supported by part C.

—Phase Out All Special Interest Scholarships. The administration
proposed eliminating eight postsecondary scholarship and fellow-
ship programs. This proposal would eliminate new awards from
the three remaining scholarship programs, including the Robert
C. Byrd Scholarship Program. The committee agrees with the ad-
ministration’s efforts to “eliminate a number of smaller, categor-
ical programs that are administratively burdensome and duplica-
tive of the broader student financial aid programs.” In addition,
the committee notes that numerous merit scholarships already
are provided by private groups, State governments, and univer-
sities.

—Eliminate Funding for TRIO Programs. The purpose of these five
programs is to encourage individuals from disadvantaged back-
grounds to enter and complete college. Although the programs
have strong support, their effectiveness has been questioned in
a number of studies. According to the Department of Education’s
Biennial Evaluation Report:

Upward Bound participants were more likely to enter
college and earned more credits than nonparticipants, but
within 18 months after high school graduation, differences
in postsecondary persistence were no longer significant
* * * There were no systematic differences in rates of col-
lege graduation or credits earned.



76

—Eliminate Federal Funding for Howard, Redirect Half the Sav-
ings to Historically Black and Hispanic Colleges Fund. Howard
University funds 55 percent of its education and general ex-
penses through its Federal appropriation. At the same time,
Howard’s privately raised funds trail those of its peer institu-
tions. Howard's alumni response rate of 8 percent is far below
that of other institutions. It is difficult to justify continuing a
Federal subsidy of more than $15,000 per enrolled student. How-
ard University would be able to compete with other institutions
for its fair share of the strengthening HBCU'’s Fund.

—Eliminate Wasteful Education Research Programs. This proposal
would eliminate funding for the following: Research; Educational
Technology; Star Schools; Ready to Learn Television; Tele-
communications Demo for Mathematics; Fund for the Improve-
ment of Education; Javits Gifted and Talented Education; Na-
tional Diffusion Network; Eisenhower Regional Consortium; 21st
Century Community Learning Centers; the National Writing
Project; Civics Education; and the International Education Ex-
change. Most of these programs have largely achieved their origi-
nal purpose, were created to benefit specific special interest
groups, or could be supported more efficiently by other funding
sources. The administration’s own budget reduces the number of
categorical programs in the Department of Education by 68. Title
I funds could be used for English immersion or English as a sec-
ond language instruction.

—Eliminate Federal Funding for Libraries. The President has pro-
posed no funding for six library programs. This proposal would
eliminate the two remaining programs because, while these pro-
grams are popular, there is no clear Federal role in funding local
public libraries. Federal funding makes up only 1 percent of pub-
lic library income.

—Reduce Department of Education Administration Account by 30
Percent. As the size and scope of the Department of Education
is reduced over the coming year, the costs of running the Depart-
ment can be significantly decreased.

—Terminate Bilingual and Immigrant Education. The instructional
services program requires that schools spend 75 percent of their
funding on transitional bilingual education instructional meth-
ods, where students are taught both in English and their native
language. Unfortunately, numerous studies have shown that
heavy reliance on the pupil’s native language can delay English
proficiency. Eliminating Federal funding for bilingual edu-
cation—a mere 3 percent of the total money spent on bilingual
education—could free local school districts to offer the most effec-
tive programs for their students.

Terminate Funding for the National Endowment for the Arts and
the National Endowment for the Humanities. Under this proposal,
Federal funding for the National Endowment for the Arts and the
National Endowment for the Humanities would be eliminated. Fed-
eral funding for the arts and humanities is not affordable in a time
of fiscal stringency, especially when programs addressing central
Federal concerns are not fully funded. In addition, many arts and
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humanities programs benefit predominantly higher-income people,
who could pay higher admission or ticket prices. Finally, there is
serious philosophical debate about whether financing artistic cre-
ation is an appropriate government activity in the first place.

Freeze Head Start Funding at the Fiscal Year 1994 Level. Before
the 1990's, there was a major push to expand Head Start to include
more children. The program received its largest budget increase in
1990. In 1991, Congress authorized a total appropriation of $2.4
billion, with annual increases that would quadruple the program’s
budget in 4 years. In 1993, the program was funded at $2.8 billion,
providing slots for 714,000 children. In 1994, funding was in-
creased to $3.3 billion, with places for 750,000 children. This re-
flects a 20-percent increase in funding but only a 12-percent in-
crease in the number of children participating. The President’s
1995 budget request calls for an additional 54-percent increase in
funding but only a 12-percent increase in the number of places for
children. Most of the new money will go to increase the number of
social workers and salaries for teachers. There also are concerns
that funds are being poured into the program faster than they can
be used. Other Head Start proposals, which may considerably alter
the savings amount, are under consideration.

Privatize the Corporation for Public Broadcasting. The original
goal of the Public Broadcasting Act of 1967 was to supply cultural
and educational programming not available on the three national
networks. Today, a number of channels—Arts and Entertainment,
Bravo, the Learning Channel, the Discovery Channel—offer pro-
gramming similar to PBS without any taxpayer assistance. More-
over, the annual Federal appropriation represents only 14 percent
of the Corporation’s annual budget. CPB could make up cuts in
Federal funding by reducing waste and increasing corporate spon-
sorship and viewer support, as well as by being more aggressive in
its licensing arrangements with popular PBS programs such as
“Barney” and “Sesame Street.” This proposal would freeze the fis-
cal year 1996 and fiscal year 1997 funding.

Eliminate the Corporation for National and Community Service.
AmeriCorps is an inefficient and expensive way of assisting work-
ing families to pay for college. Each volunteer is given a salary and
an education benefit worth approximately $7.27 per hour plus med-
ical benefits and free child care. The benefits equal more than
$15,000 annually and at least $15,000 per participant goes for
overhead and administration. AmeriCorps is not means-tested.
Hence, children of wealthy people can edge out low-income children
for participation. About 5 million students benefit from the student
loan program. AmeriCorps has approximately 20,000 members, or
less than one-half of 1 percent of those students eligible for student
aid. Three students could attend the University of lowa for 1 year
for the same amount of money that one AmeriCorps member costs.
Senator Byrd of West Virginia noted that instead of sending one
AmeriCorps participant—who may or may not need financial as-
sistance—to college, five needy students could qualify for Pell
grants. The concern that politics might undermine the integrity of
the AmeriCorps program is becoming a reality. AmeriCorps award-
ed 42 volunteers to ACORN and 44 volunteers to the Legal Serv-
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ices Corporation, the chief litigator for the welfare state. The costs
for these programs are $1,143,411 for ACORN and $4,959,900 for
Legal Services.

Since the Senior Companion Program, the Retired Senior Volun-
teer Program and the Foster Grandparent Program were estab-
lished prior to the establishment of the AmeriCorps program, the
Budget Committee recommends that the Committee on Economic
and Educational Opportunties consider moving these senior-related
programs to the programs to the Administration on Aging and au-
thorize them as part of the Older American’s Act. The Committee
further recommends that the Opportunties Committee consider
maintaining the current structure of these programs, believing that
they more appropriately belong under the Administration on Aging
which oversees a variety of programs that benefit senior citizens.

Terminate Telecommunications and Information Administration
Activities. This provision is part of the Department of Commerce
Termination described in Function 370.

End Federal Attempts to Teach People How to Purchase Housing.
This program offers counseling grants to HUD-approved housing
counseling agencies. Grants provide housing counseling services for
single family home buying, home ownership, mortgage default,
rental, and rental delinquency. This program is beyond the scope
of HUD's function. It is duplicated by presently existing State and
local agency services. The House Appropriations Committee rec-
ommended the elimination of this program in its rescission pack-
age.

Eliminate the Pennsylvania Avenue Development Corporation and
Other Low-Priority Programs in the Departments of Agriculture and
the Interior. This proposal would terminate several programs, in-
cluding the Urban Park and Recreation [UPAR] Fund, Inter-
national Forestry, the Pennsylvania Avenue Development Corpora-
tion, the Woodrow Wilson International Center, the National Cap-
ital Arts and Cultural Affairs, the Wildlife Conservation and Ap-
preciation Fund, and the African Elephant Conservation Fund.
UPAR provides matching grants to cities for the renovation of
urban parks and recreation facilities. Under international forestry,
technical assistance is provided outside the United States. The
Woodrow Wilson International Center for Scholars facilitates schol-
arship “of the highest quality in the social sciences and human-
ities.” The National Capital Arts and Cultural Affairs account is
funded under the Commission of Fine Arts; it makes payments for
general operating supports to Washington, DC, arts and other cul-
tural organizations. The Wildlife Conservation and Appreciation
Fund provides grants to States for conservation and appreciation
projects intended to conserve “the entire array of diverse fish and
wildlife species.” Rewards are paid for information leading to a civil
penalty or criminal conviction under the African Elephant Con-
servation Act. Given the size of the Federal deficit, it is important
to eliminate or substantially reduce low-priority programs. The fig-
ures above reflect the savings from the Woodrow Wilson Center
and the National Capital Arts and Cultural Affairs, in Function
500.
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Streamline the Department of Labor.

This new Congress came to power energized by a com-
mon goal: to scrutinize the Federal budget—issue by issue,
program by program—to determine what deserved contin-
ued funding. If a program wasn't doing the job, or wasn't
doing it at a reasonable price, that program would either
be reformed or retired. That agenda unsettled some people
in this town. Change always does. But let me say at the
outset—in front of the committee and the cameras—some-
thing that may startle you. | agree.—Robert B. Reich, Sec-
retary of Labor, testimony before the House Appropria-
tions Subcommittee on Labor/HHS/Education.

—Block Grant Job Training Programs and Reduce Funding by 20
Percent. In a report to the Budget and Economic and Educational
Opportunities Committee, the General Accounting Office identi-
fied 163 Federal job training programs. The Opportunities Com-
mittee is drafting legislation to consolidate more than 100 of
these programs into four block grants to the States. This esti-
mate assumes the block grant would consolidate discretionary
programs and total approximately $7.5 billion. The proposal also
assumes funding for vocational rehabilitation for the disabled
would not be reduced and that funding for the JOBS program
would remain part of welfare reform. The Department of Labor
in its fiscal year 1996 Budget proposed consolidating about 70
employment and training programs explaining:

Existing [job training] programs have conflicting rules
and administrative structures, confuse the people they are
intended to help, add bureaucracy at every level, and
waste taxpayer money.

Combining these programs into block grants would eliminate
duplicative programs, increase management efficiency, and pro-
vide the States the flexibility to develop innovative programs.
[Note: This block grant also contains a home ownership provision
reflected in Function 600, and a substance abuse and mental
health component reflected in Function 550.]

—Eliminate the Office of the American Workplace. The primary
function of the Office of the American Workplace is to promote
“progressive” labor-management relationships. Under current
budgetary pressures, this is clearly a service the Department of
Labor can no longer afford to provide. A second function of this
office is to administer and enforce provisions of the Labor-Man-
agement Reporting and Disclosure Act. This duplicates activities
already conducted by the Employment Standards Administration.

—Reduce Department of Labor Management Account by 20 Percent.
As the size and scope of the Department of Labor is reduced
through consolidation and program elimination, the costs of run-
ning the Department can be significantly decreased. Within this
account, several programs that duplicate existing activities or are
simply unneeded could be eliminated. Possible targets for elimi-
nation include the Bureau of International Affairs, the Women'’s
Bureau, and the National Commission for Employment Policy.
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Establish a Child Protection Block Grant. This proposal, which is
title 11 of the House-passed welfare reform plan, consolidates 23
current Federal programs targeted at abused children into a single
block grant to States. It eliminates 18 pounds of Federal regula-
tions that currently constrain the States’ ability to innovate in this
area. It allows States to target funds to areas of greatest need, and
requires States to eliminate policies that prohibit cross-racial adop-
tions. Such policies currently result in black children having to
wait twice as long as white children for adoption opportunities.

MANDATORY SPENDING

Eliminate AFDC JOBS Program. The savings from this termi-
nation are to be channeled to the Family Assistance Block Grant
in title 1 of the welfare reform plan.

Eliminate In-School Interest Subsidy for Stafford Loans. Under
the Federal student loan programs, the government provides inter-
est-free loans to low- and middle-income students while they are in
school. Free is a slightly misleading term, because these subsidies
will cost the taxpayer $12.4 billion over the next 5 years. Although
the administration is now publicly opposed to this option, OMB Di-
rector Alice M. Rivlin targeted this subsidy in her October “Big
Choices” memo. Elimination of the subsidy will not significantly in-
crease a student's debt. A student who borrows the maximum for
4 years of college ($17,125) will see his or her monthly repayment
go up by $45, or about the price of a daily Super Big Gulp. A stu-
dent who borrows the maximum for 2 years ($11,000) will see a
monthly repayment increase of $21, or less than the cost of two
compact disks.

Terminate Trade Adjustment Training Programs. This provision
is a component of the elimination of the Trade Adjustment Assist-
ance Program, as described in Function 600.

REPORT LANGUAGE

Privatize Student Loan Marketing Association [Sallie Mae]. The
Student Loan Marketing Association [Sallie Mae] was established
in 1972 as a government-sponsored corporation dedicated to ensur-
ing adequate private-sector funding for federally guaranteed edu-
cation loans. Since that time, student loan volume has grown from
$1 billion a year to $25 billion a year. Sallie Mae has been instru-
mental in fostering this expansion of the student loan program.
With securitization and 42 secondary markets, there now exist nu-
merous alternatives for lenders wishing to sell or liquidate their
portfolios of student loans. Maintaining Sallie Mae as a govern-
ment-sponsored enterprise is no longer warranted and exposes tax-
payers to an unnecessary liability. The Budget Committee supports
legislation under consideration by the Economic and Educational
Opportunities Commission to restructure the Student Loan Mar-
keting Association as a private-sector corporation.
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FUNCTION 550: HEALTH

This function is composed of the biomedical research services,
and health education activities of the United States, including
Medicaid, the National Institutes of Health, substance abuse pre-
vention and treatment, and women’s health programs.

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]

FUNCTION 550: HEALTH

1995

evel 1996 1997 1998 1999 2000 2001 2002

HBC Policy Assumptions

FUNCTION TOTALS

House Budget Committee bal-
anced budget path:

Budget Authority ... 116,619 121942 127,714 132,083 136,683 141,521 146,287 149,070

Outlays 115,755 122,321 127,757 132,205 136,703 141,386 146,182 148,891
DISCRETIONARY Changes from 1995 Levels
Indian Health:
Budget Authority .... 1,710 0 0 0 0 0 —-171 —-171
Outlays 1,681 0 0 0 0 0 —125 —-171
Indian Health Facilities:
Budget Authority ... 258 0 0 0 0 0 -25 -25
Outlays 322 0 0 0 0 0 -8 —-18
Substance Abuse and Mental
Health Services:
Budget Authority .... 21 =21 -21 =21 =21 =21 -21 =21
Outlays 21 -10 -19 -21 -21 =21 =21 -21
Eliminate Unauthorized Rural
Outreach Grants Duplicating
Other Federal Supported Serv-
ices:
Budget Authority 28 —28 —28 —28 —28 —28 —28 —28
Outlays . n/a -1 —-23 —28 —28 —28 —28 —28
Eliminate Maintenance Funding
originally Intended for State
Offices of Rural Health:
Budget Authority 4 -4 -4 -4 -4 —4 —4 —4
Outlays . n/a -2 -3 —4 —4 -4 -4 —4
Eliminate Grants for Administra-
tion of State Trauma Care
Systems:
Budget Authority ................. 5 -5 =5 -5 -5 -5 -5 -5
OULIAYS ovvvvererrerierirninnne n/a -2 -4 -5 -5 -5 -5 -5
Eliminate Funding for Native Ha-
waiian Health Care:
Budget Authority 5 -5 -5 -5 -5 -5 -5 -5
Outlays ... n/a -2 —4 -5 -5 -5 -5 -5
Eliminate Funding for Pacific
Basin Initiative:
Budget Authority ... 1 -1 -1 -1 -1 -1 -1 -1
Outlays n/a -1 -1 -1 -1 -1 -1 -1
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HBC Policy Assumptions

1995
level

1996 1997

1998

1999

2000

2001

2002

Reduce Ineffective Funding for
the National Service Corps:
Budget Authority
Outlays
Terminate Chiropractic Dem-
onstration Grants:
Budget Authority ...
Outlays
Remove Duplicative Funding for
Centers of Excellence:
Budget Authority ...
Outlays
End Department of Health and
Human Services’ Funding for
the Office of Rural Health Pol-
icy:
Budget Authority .................
OULIAYS vvoveverrerieiiinnae
Eliminate Federal Funding for
Non-Essential Health Facilities
Construction:
Budget Authority ...
Outlays
Eliminate Subsidies to Institu-
tions for Health Professions
Education:
Budget Authority ...
Outlays ..
Streamline Administrative Costs
for Selected Offices in the
Department of Health and
Human Services:
Budget Authority ...
Outlays
Phase Out Duplicative Funding
for Injury Control Research:
Budget Authority ...
Outlays
Eliminate Redundant Functions
of the National Institute of
Occupational Safety and
Health (NIOSH):
Budget Authority ...
Outlays
Reduce Federal Funding for
Community Support Dem-
onstrations:
Budget Authority ...
Outlays ......
Terminate Federal Funding for
Physical Fitness and Sports:
Budget Authority .................
OULIAYS ovooveveerrviiiienae
Eliminate Funding for Clinton
Health Security Act Data Anal-
ysis:
Budget Authority ...
Outlays
Eliminate Federal Funding for
the Agency for Health Care
policy Research:
Budget Authority ...
Outlays

125
n/a

139
125

—63 —63
-30 —56

-1 -1
0 -1

-23 —-23

-1 =21

-13 —-13
-6 —12

-15 —15
-7 -13

—287 —287
—138 —255

—24 —24

—10 —18

-1 —-22

—4 -12

-33 —67
-12 =37

-5 -12
-2 -7

-1 -1
-1 -1

-3 -3
-1 -2

—-139 -139
—42 -119

—63
—63

-1
-1

-23

-23

-13
—-13

—15
—15

—287
— 287

—24

—-33
—-22

—100
—67

—18
—-13

-1
-1

-3
-3

—139
—139

—63
—63

-1

-23
-23

-13
-13

-15
-15

—287
— 287

—24

—44
-33

—133
—101

-2
-20

—139
—139

—63
—63

-1

-23
-23

-13
-13

-15
-15

—287
— 287

—24

—44
—40

—133
—122

—24
—-23

—-139
—139

—63
—63

-1
-1

-23

-23

-13
—-13

—15
-15

—287
—287

—24

—44
—44

—133
—133

-2
—24

-1
-1

-3
-3

-139
—139

—63
—63

-1
-1

-23

-23

-13
-13

—15
—15

—287
— 287

—24

-2

—44

—44

—133
—133

-2
—24

-1
-1

-3
-3

—139
—139
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FUNCTION 550: HEALTH—Continued

1995

level 1996 1997 1998 1999 2000 2001 2002

HBC Policy Assumptions

Encourage Prioritization of NIH-
Supported Research Funding
by Five (5) Percent:

Budget Authority .
Outlays .......

Reduce Maternal a
Health Care Block Grant and
Preventive Health Services
Block Grant:

Budget Authority 684 —421 —421 —421 —421 —421 —421 —421
Outlays 670 —193 —363 —415 —421 —421 —421 —421

Reform the Consumer Product
Safety Commission:

Budget Authority . 43 -11 —-11 -1 -11 -11 —-11 -1
Outlays 42 -9 —-11 -1 -1 -1 -1 -1

Transfer Mine Safety and Health
Administration to OSHA, Cut
20%:

Budget Authority
Outlays ...
Medicaid Block .
Budget Authority . . 89,216 7137 12437 16503 20,732 25130 29,703 32,021
Outlays . 89,216 7137 12437 16503 20,732 25130 29,703 32,021

Increase User Fees on Product

Regulated by the FDA:

11,330 —566 —566 —566 —566 —566 —566 —566
11,040 —243 —521 —566 —566 —566 —566 —566

515 —103 —103 —103 —103 —103 —103 —103
513 -9 —103 —103 —103 —103 —103 —103

Budget Authority . n/a —86 -93 -97 —101 —105 —108 —112
Outlays ... n/a —86 -93 -97 —101 —105 —108 —112
Drug Treatment Cl
Title VI:
Budget Authority . n/a 0 95 95 95 95 95 95
Outlays n/a 0 43 76 95 95 95 95
Drug Treatment NIDA Creation,
Title VI:
Budget Authority .................. n/a 0 5 5 5 5 5 5
OUIAYS oooveeviriercrinne n/a 0 2 4 5 5 5 5

DiscussioN oF PoLicy ASSUMPTIONS
DISCRETIONARY SPENDING

Reduce Grants for Indian Health Facilities. Savings from this
provision are in conjunction with the Native American Block Grant
described in Function 450.

Reduce Substance Abuse and Mental Health Services. The sav-
ings from this provision are incorporated in the Job Training Block
Grant described in Function 500.

Eliminate Unauthorized Rural Outreach Grants Duplicating
Other Federally Supported Services. The Rural Outreach Grants
funded by the Health Resources and Services Administration fund
local consortia of rural health care providers to coordinate and en-
hance the availability of health services. The program has never
been specifically authorized, and the funds were terminated in the
fiscal year 1995 rescission bill. Services can be supported through
community health centers, Maternal Child Health Block Grant,
Medicaid, and other programs.

Eliminate Maintenance Funding Originally Intended to Establish
State Offices of Rural Health. Funding for State Offices of Rural
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Health was intended to help States establish, not maintain, offices.
None of the funding goes for the direct provision of care to patients.
All 50 States have received grants and therefore States can con-
tinue these offices if they believe they are useful. These funds were
terminated in the fiscal year 1995 rescission bill.

Eliminate Grants for Administration of State Trauma Care Sys-
tems. This program provides grants to States to develop statewide
trauma care and emergency medical service systems, but none of
the funding goes for the direct care of patients; rather it funds
State bureaucracies. Services are duplicative of those provided
through the Preventive Health Services Block Grant. These funds
were terminated in the fiscal year 1995 rescission bill.

Eliminate Funding for Native Hawaiian Health Care. The pro-
gram was created to provide primary care services and disease pre-
vention services for native Hawaiians. Hawaii has a highly devel-
oped employer-based health service system which provides cov-
erage to residents not insured through the employer mandate.
These funds were terminated in the fiscal year 1995 rescission bill.

Eliminate Funding for Pacific Basin Initiative. This program pro-
vides funds to build health preventive services capacity in Pacific
territories and to train Health professionals. The territories receive
funding under the Preventive Health Services Block Grant and
residents can participate in the regular health professions training
program funded by the Health Resources and Services Administra-
tion [HRSA] of HHS. These funds were terminated in the fiscal
year 1995 rescission bill.

Reprioritize Ineffective Funding for the National Health Services
Corps. The NHSC attempts to alleviate the shortage of health care
professionals by recruiting physicians and other health care profes-
sionals to provide primary care services in what are designated as
“Health Professional Shortage Areas.” The NHSC is fraught with
waste and abuse. The program spends $41,290 per health profes-
sional recruited with no discernable affect on staffing rural areas
with physicians. GAO testified that the Department of HHS has no
long-term retention data to judge the impact of the program. These
funds were terminated in the fiscal year 1995 rescission bill. This
proposal would reduce the funds by 50 percent.

Terminate Chiropractic Demonstration Grants. The Chiropractic
Demonstration Grants funds the Palmer Chiropractic School to
conduct chiropractic demonstrations. This is not a national priority.

Remove Duplicative Funding for Centers of Excellence. This pro-
gram was established to fund institutions that train minority
health professionals. Institutional aid for postsecondary study is
available under several other programs in HHS and the Depart-
ment of Education, such as health careers opportunity programs
and Financial Assistance for Disadvantaged Health Professionals
Students Programs.

End Department of Health and Human Services Funding for the
Office of Rural Health Policy. HHS’ Office of Rural Health Policy
serves to improve the delivery of health services to rural commu-
nities and populations. The funds, terminated in the fiscal year
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1995 rescission bill, only support State bureaucracies. Similar re-
search is conducted at HCFA.

Eliminate Federal Funding for Nonessential Health Facilities
Construction. The 1995 appropriation provided funding for two con-
struction projects; one in Pennsylvania and one in West Virginia.
Given nationwide needs, it is not appropriate to award special
funding for these localities. These funds were terminated in the fis-
cal year 1995 rescission bill.

Eliminate Subsidies to Institutions for Health Professions Edu-
cation. This proposal eliminates subsidies for primary care train-
ing, nursing education, and minority and economically disadvan-
taged students. Market forces provide strong incentives for individ-
uals to seek training and jobs in health professions, and incentives
are continuing to rise per capita. Also subsidies go mainly to insti-
tutions and do not go to students.

Streamline Administrative Costs for Selected Offices in the De-
partment of Health and Human Services. Salaries and expense ac-
counts should be reduced as programs and functions are consoli-
dated and reformed. This proposal reduces S&E expenditures 5
percent for the following HHS offices: Health Resources and Serv-
ices Administration [HRSA], Substance Abuse and Mental Health
Services Administration [SAMHSA], Centers for Disease Control,
the Office of the Director of the National Institutes of Health, and
the Office of the Assistant Secretary for Health.

Phase Out Duplicative Funding for Injury Control Research. This
program supports research to identify risk factors to prevent inju-
ries, deaths, and disabilities resulting from nonwork related envi-
ronments. It is questionable whether this activity is central to Cen-
ter for Disease Control’'s mission. The program received a 14-per-
cent increase in fiscal year 1995. Further, goals appear to duplicate
existing efforts and programs run by other agencies such as De-
partment of Transportation, Department of Commerce, or the De-
partment of Justice. The proposal would decrease funding 25 per-
cent, 50 percent, and 75 percent, and eliminate funding over a 4-
year period. These funds were terminated in the fiscal year 1995
rescission bill.

Eliminate Redundant Functions of the National Institute of Occu-
pational Safety and Health [NIOSH]. NIOSH is responsible for
“conducting research and making recommendations for the preven-
tion of work-related illnesses and injuries.” It is questionable
whether this constitutes a “disease” and hence its CDC location.
Also, the program duplicates functions of the Occupational Safety
and Health Administration [OSHA]. Any nonduplicative functions
should be moved to OSHA. The proposal would decrease funding
25, 50, and 75 percent over the 5 year period. These funds were
cut in the fiscal year 1995 rescission bill.

Reduce Federal Funding for Community Support Demonstrations.
This program provides funding to demonstrations seeking to deter-
mine appropriate community-based alternatives for chronically
mentally ill patients; increase the effectiveness of services and
statewide service systems of care; and promote service system im-
provements. The community-based alternative should stay in the
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community; it does not require Federal funds. Further, the other
functions should be handled within the mental health block grant,
which received $275 million in fiscal year 1995. Funding would be
decreased 20 percent, 50 percent, 75 percent, and 100 percent over
4 years.

Terminate Federal Funding for Physical Fitness and Sports. The
purpose of this program is to improve the public’'s health and fit-
ness through sports and athletic programs. The council has dem-
onstrated no notable impact on the Nation's health.

Eliminate Funding for Clinton Health Security Act Data Analy-
sis. These are funds appropriated to assist the President with the
National Health Security Act. Because the act was not passed
these funds are no longer needed. These funds were cut in the fis-
cal year 1995 rescission bill.

Eliminate Federal Funding for the Agency for Health Care Policy
Research. The agency is supposed to support research and informa-
tion dissemination on health care services and technology, medical
effectiveness, and patient outcomes, but performed an advocacy
role in the health care debate the past 2 years while its funding
increased from $125 million in 1992 to $163 million in 1994. The
administration requests $202.4 million for fiscal year 1996. Guide-
lines can be developed elsewhere in the Health Resources and
Services Administration [HRSA]. Other legitimate functions dupli-
cate of research in other agencies.

Encourage Prioritization of NIH-Supported Research Reducing
Funding 5-Percent. Under this proposal, NIH would have flexibility
to prioritize this 5 percent reduction. CBO included a 10-percent
reduction from the 1995 funding level in its spending and revenue
options book. Between 1984 and 1994, NIH expenditures more than
doubled.

Reduce Maternal and Child Health Care Block Grant and Pre-
ventive Health Services Block Grant. The 1995 appropriation pro-
vides approximately $842 million in block grants for programs in
maternal and child health. The grants subsidize programs provid-
ing services for preventive health care, prenatal care, health as-
sessments for children, rehabilitative services for blind and dis-
abled children, and community-based services for children with
special health care needs. Because the Federal commitment to
other programs directed toward maternal and child health and pre-
ventive health services has increased substantially in recent years,
these block grants are not essential.

Streamline Consumer Product Safety Commission [CPSC]. The
Consumer Product Safety Commission’s role as a Federal agency is
to protect the public against “unreasonable risks of injury and
death from consumer products.” Streamlining the Commission
would have little or no affect on consumer product safety because,
in most cases, the market place is a more effective means of mon-
itoring the safety of consumer products. The Commission is up for
reauthorization this year. This proposal assumes reduction in Com-
mission staff consistent with a plan being developed by the Com-
mittee on Commerce.
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Transfer Mine Safety and Health Administration to the Occupa-
tional Safety and Health Administration, and Reduce the Combined
Agency by 20 percent. The Mine Safety and Health Administration
protects the safety and health of miners. The Occupational Safety
and Health Administration performs much the same role in pro-
mulgating health and safety standards for non-mining industries.
According to a recent report by the Heritage Foundation, this sepa-
rate treatment is unnecessary. “Of the 6,271 job-related fatalities,
only 80, or 1.3 percent, occurred in the coal/metal-nonmetal mining
industry,” the report said. “In contrast, 15 percent of the fatalities
took place in construction, 14 percent in agriculture, and 12 per-
cent in manufacturing.” Yet none of these industries has a separate
agency to oversee safety and health.

MANDATORY SPENDING

Transform Medicaid to a Program of Block Grants to States. This
proposal would convert the current Medicaid program into a sys-
tem of block grants to States. States then would add their own
funds to the Federal contribution to provide health care for low-
income residents. The proposal also calls for restraining the growth
of Federal outlays for Medicaid, which is more manageable under
the block grant approach than under the current Washington-run
system. Under the block grant, States will have the flexibility to
create innovative health care programs for their low-income citi-
zens.

—Background on Medicaid. Medicaid is the Nation's health care fi-
nancing system for the poor. It is a joint Federal/State program,
with States matching Federal funds. The matching rate is deter-
mined by the State’s per capita income. States pay from 21 cents
(for poor States) to 50 cents (for wealthy States) on each dollar
spent. States administer the program, subject to Federal guide-
lines. Medicaid spending has been exploding, growing at an aver-
age annual rate of 19.1 percent between 1990 and 1994. During
1991 Federal Medicaid outlays grew by 27.8 percent. They grew
another 29.1 percent in 1992. For fiscal year 1995, CBO esti-
mates that Federal payments will be $89.2 billion and State pay-
ments will be an additional $67.3 billion, for a total of $156.5 bil-
lion. The fiscal year 1995 Federal payments include dispropor-
tionate share hospital payments of $8.5 billion. These are supple-
mental payments to hospitals that provide a disproportionate
share of medical care to low-income populations, such as Medic-
aid and indigent patients. CBO projects Federal Medicaid pay-
ments rising by 11.3 percent in fiscal year 1996, moderating
slightly to an increase of 9.3 percent in fiscal year 2002.

—Illustrative Option. A Medicaid balanced budget growth path has
been developed. One option is that the increase in Medicaid pay-
ments would be restrained to 8 percent in fiscal year 1996, 5.5
percent in fiscal year 1997, and 4 percent a year thereafter. That
is, using the fiscal year 1995 Federal payments as a base, the fis-
cal year 1996 Federal Medicaid block grant payment would be
the fiscal year 1995 level increased by 8 percent in fiscal year
1996, 5.5 percent in fiscal year 1997, and so on. The 8-5.5-4 et
cetera, option would still increase Federal Medicaid grants. Over
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the 7 year period, fiscal year 1996 through 2002, a total of $770.6
billion would be spent by the Federal Government. The Federal
grant in fiscal year 2002 would be $123.7 billion, compared with
a fiscal year 1995 outlay of $89.2 billion estimated by CBO.
States would continue to match the Federal block grant dollars.
Federal payments to the States would rise each year, but the
growth would be constrained. After several years, the states will
have had adequate time to phase in fully the various efficiency
measures they elect to implement under the block grant, such as
use of coordinated care and payment reform. Therefore, the
Budget Committee assumes Federal Medicaid outlays are re-
duced by an additional $2.5 billion by 2002.

Some argue that the current distribution of funds among the
States is not fair. They note that some States receive much high-
er payments per Medicaid recipient than others; that some
States receive a high level of disproportionate share hospital
funds while others do not; and that some States can expect rapid
growth in the number of Medicaid recipients while other States
expect declines. But block granting is conceptually separate from
the formula used to distribute the block grant funds. An infinite
number of alternatives could be used to distribute funds among
the States. The Committee does not assume any particular dis-
tribution of funds among the States within the total Federal
funding levels specified. This resolution is compatible with using
either the current distribution of funds among the States or any
alternative. To assist in this effort the Committee has requested
a GAO study of alternative funding formulas.

—Rationale for a Medicaid Block Grant. Congress cannot balance
the budget unless spiraling Medicaid costs are brought under
control. Many are convinced that the problem cannot be solved
in Washington. A Medicaid block grant would allow the Federal
Government to establish budgetary control over its share of Fed-
eral payments for Medicaid. In contrast, currently Medicaid re-
quires the Federal Government to pay its preestablished share of
whatever is spent. The more that is spent the more the Federal
Government pays. A block grant strategy would encourage States
to establish efficient and effective programs; it will discourage
them from spending more to get more. By allowing the States to
design their own programs, the unique needs of the various
States, as they see them, will be served. Public policy in this area
will be made by States and localities. This approach recognizes
that no one knows which Medicaid program will work best in all
of the 50 States, the District of Columbia, and the 5 territories.
The only way to find out is to avoid Federal preconditions that
limit the discretion of local authorities.

Increase User Fees on Products Regulated by the FDA. This pro-
posal would increase the level of fees charged by the Food and
Drug Administration [FDA]. The Prescription Drug User Act of
1992 established application fees and set a projected revenue
schedule. The FDA charges a fee of $208,000 for each new drug ap-
plication. The fee is $104,000 for each generic drug and supple-
mental application. In addition, pharmaceutical firms that have a
new drug application pending with the FDA at any time since Sep-
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tember 1992 must pay an annual fee of $126,000 per manufactur-
ing establishment and $12,500 per product on the market. In 1995,
those fees are scheduled to raise $75 million, covering about 20
percent of the FDA’s expenditures on regulating prescription drugs.
The fees will increase slightly through 1997, when they are sched-
uled to raise $94 million. This proposal would increase fees by 40
percent. The Food, Drug, and Cosmetic Act requires that firms reg-
ister all new medical devices before they are marketed and obtain
FDA approval for certain types of new medical devices (class Ill).
Currently, manufacturers of medical devices do not pay fees to the
FDA. Recent legislation proposed submission fees for the approval
and registration of new medical devices and products. This pro-
posal would charge fees of $60,000 for the application of each new
medical device and $6,000 for new products registered, covering 20
percent of the costs of regulating the medical device industry. Fi-
nally, the food industry would be charged user fees to cover about
10 percent of the FDA's costs of regulating the industry. The FDA
inspects domestic food processors, analyzes more than 17,000 do-
mestic food samples a year, and monitors the quality of seafood.
This proposal assumes that domestic food processors employing
more than 250 people and processing all foods except meat and
poultry would pay an annual fee of $10,000. This proposal also as-
sumes that the FDA will charge each domestic establishment em-
ploying 100 to 249 people an annual fee of $5,000. In addition, it
is assumed that performance parameters will be implemented to
monitor the effectiveness of the FDA'’s operations.

Create Two Drug Treatment Programs Through the National In-
stitutes of Health. These two programs are created under title VI
of the welfare reform plan [Note: See Function 600].
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FUNCTION 570: MEDICARE
FUNCTION 570: MEDICARE

House Budget Committee policy as- 1995
sumptions level 1996 1997 1998 1999 2000 2001 2002

FUNCTION TOTALS

House Budget Committee bal-
anced budget path:

Budget Authority ............... 162,636 177,555 186,598 195875 206,299 214,773 224,421 234,635
OUIAYS oo 161,055 175,237 185,047 194,210 203,735 212,925 222,389 232,399
MANDATORY Changes from 1995 Levels
Save Medicare from Bankruptcy:
Budget Authority ................. 162,636 14919 23962 33,239 43663 52,137 61,785 71,999
OUIAYS oo 161,055 14182 23992 33,155 42,680 51,870 61,334 71344

THE MEDICARE FINANCING CRISIS

Medicare is facing bankruptcy. On April 3, 1995, the Social Secu-
rity and Medicare Trustees reported that the Federal Hospital In-
surance Trust Fund (Medicare Part A)—which pays for hospital
and other institutional care for Medicare beneficiaries and which is
funded by the Medicare payroll tax will run out of money in 7
years, or by 2002, under current law. The report also stated:

The Trustees urge the Congress to take additional ac-
tions designed to control hospital insurance [HI] program
costs and to address the projected financial imbalance in
both the short range and the long range through specific
program legislation as part of broad-based health care re-
form. The Trustees believe that prompt, effective, and deci-
sive action is necessary.

Despite the urgency of this message, in the letter of transmittal
to the Speaker of the House of Representatives, the trustees wrote:
“We are not making any specific recommendations for improving
the status of the fund at this time.” Rather, they recommended
only the reestablishment of a commission.

The Congressional majority recognizes the importance of ad-
dressing Medicare’s financial problems in a bipartisan manner and
with the Executive and Legislative branches working together. But
after repeated invitations from the Speaker asking the President to
join Congress in addressing this crisis, the President has refused
to offer any solutions to rescue current—much less future—Medi-
care beneficiaries from losing their health care insurance. There-
fore, on May 10, the Ways and Means Committee reported a bill,
H.R. 1590, to require the Board of Trustees for the Federal Hos-
pital Insurance and Supplementary Medical Insurance Trust Funds
to submit specific legislative recommendations to the Congress on
how to resolve the financial crisis facing Medicare. The Medicare
trustees, one of whom is the Secretary of Health and Human Serv-
ices and overseer of the Medicare program, are clearly in a strong
position to provide guidance to the Congress on alternatives to pre-
serve the program.

The Concurrent Resolution on the Budget for fiscal year 1996 in-
cludes 7-year spending amounts consistent with those necessary to



91

extend the solvency of the Medicare Part A Trust Fund. These
amounts would allow Medicare spending to grow from $178 billion
in 1995 to $259 billion in 2002. This represents $337 billion of cu-
mulative increases in Medicare funding.

In addition to their warning of the impending bankruptcy of the
Medicare Part A Trust Fund, the Trustees also noted with great
concern, the past and projected rapid growth in the cost of the
[Medicare Part B trust fund] program. The Medicare Part B trust
fund pays for Medicare physician bills and other outpatient ex-
penses and is funded in part through beneficiary premiums and in
larger part from general fund revenues. Currently, the beneficiary
contribution to the Part B trust fund is 31 percent of total costs.
But a provision in OBRA 1993 will reduce the beneficiary share in
1996 from 31 percent to 25 percent—leaving the taxpayers to pay
the remaining 75 percent less a small fraction the trust fund re-
ceives in interest. This contribution to Medicare from the general
revenue fund amounted to $37 billion in 1994 and will increase to
$59 billion in 1996. The Trustees warn that this amount is growing
rapidly and is scheduled to grow by 14.3 percent in 1995 and 13.4
percent in 1996—an unsustainable growth rate and one unlike any
other major program in the Federal budget.

Modifying the Medicare Part A program to make the trust fund
solvent will necessarily result in modification to the Part B pro-
gram as well. Over the next 7 years, Medicare Part B spending
represents roughly 40 percent of total Medicare spending. The
budget resolution assumes that the changes necessary to keep HI
solvent will result in proportional savings in the Medicare Part B
program.

MEDICARE PAYROLL TAX, GENERATIONAL TRANSFER

In the effort to save Medicare, an issue of fairness must also be
addressed. Increasing taxes on workers has been a principle meth-
od of shoring up the Medicare program in the past. The costs of
this program must not simply be covered by continual increases in
rates of taxation on future generations. This Congress will not con-
sider a tax increase as a solution, in part or in whole, for resolving
the shortage of funding for the Medicare program. Currently, a
family with median income already is paying $1,100 a year to the
Medicare Part A Trust Fund. An individual qualifying for Medicare
this year is projected to receive four times the amount in benefits
than he or she will ever have paid into the program in the form
of payroll taxes, premiums, deductibles and other beneficiary cost
sharing. Indeed, many beneficiaries are more financially secure
than those paying taxes to support the Medicare program.

Extending the life of the Medicare Part A trust fund beyond 2002
is only the first of two crises that must be confronted. The govern-
ment also must prepare for a major demographic shift in the ratio
of the number of workers who pay the payroll tax to the number
of retirees receiving Medicare benefits once the baby boom genera-
tion begins retiring around 2010. Currently, four workers support
every Medicare beneficiary. By 2030, the last of the baby boomers
will have retired and the entire baby boom generation will be ages
65 to 85—and dependent upon Medicare for their health care insur-
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ance. By then, there will be only about 2%> workers supporting
each beneficiary.

It is clear that the financial status of Medicare is unstable and
that the course of this important program must be changed if it is
to be preserved. Although the President and many Congressional
Democrats have made no effort to address this problem, later this
year this Congress will present the President a bill to save the
Medicare program.

THREE ILLUSTRATIVE PLANS

The Congress is confident that Medicare can be preserved for
long-term viability and, at the same time, improved to provide bet-
ter health care for Medicare beneficiaries. Although the 1960's-
style Medicare program is growing at more than 11 percent a year
and providing beneficiaries with limited options or incentives to
seek better health care, innovative health delivery systems in the
private sector effectively contained costs at 4.4 percent growth last
year while providing a high level of recipient satisfaction. Clearly
Medicare, too, can provide good health care more cost effectively—
and four Budget Committee members have analyzed three possible
strategies for doing so.

Each of these approaches has been recognized by the Congres-
sional Budget Office as a viable way to extend the solvency of the
Medicare trust fund and to reduce the growth of Medicare spending
to a rate that is more consistent with that of health care in the pri-
vate sector. These three plans, discussed briefly below, are only il-
lustrative examples of ways to preserve the Medicare program and
have been offered as such to the Committee on Ways and Means
and the Committee on Commerce which share jurisdiction for the
Medicare program.

Three main principles were used as a guide during the develop-
ment of these plans: First and foremost, fee-for-service Medicare
must remain an option for those individuals who wish to choose it.
Second, the Medicare program should keep pace with the private
insurance system, and beneficiaries should be able to maintain the
same kinds of insurance arrangements in Medicare that they had
during their working years. Finally, beneficiaries should have a
greater choice of health care plans, such as a variety of coordinated
care and indemnity options as well as medical savings accounts.

Under the three approaches below, spending on every Medicare
beneficiary would increase from an average of about $4,800 today
to an average of about $6,400 in 2002. Total program spending
would be allowed to grow from $178 billion in 1995 to $259 bil-
lion—a 7-year increase of 45 percent. These options would open the
way for the health care industry to create a multitude of new
choices for beneficiaries and would empower beneficiaries to select
health care that is tailored to their precise needs.

Plan A. The first plan includes proposals that would eliminate
waste and overpayments to Medicare providers and would motivate
them to practice more cost effectively by bringing market principles
to Medicare. Currently there are few incentives in the Medicare
payment system to encourage efficiency and to eliminate waste.
Medicare beneficiaries strongly, and correctly, perceive that Medi-
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care has great room for improvement in the area of waste and over-
spending. In a letter to the Chairman of the Budget Committee, re-
produced below, Mr. Dale Wheelburger of North Carolina expressed
his concern about a hospital bill for almost $50,000 that Medicare
paid—without question—for services provided to his sister-in-law
during a 2-day hospital stay, the last 2 days of her life. One of the
proposals presented in this option would allow Medicare bene-
ficiaries the opportunity to share in the savings if they detect on
their bills that Medicare has been overcharged or has paid for a
service or product that was not provided or not warranted.

Elizabeth City, NC, January 15, 1995.
Hon. JoHN R. KAsicH,

Chairman, House Committee on the Budget,
Washington, DC.

DeAR SIR: Enclosed is a copy of a Medicare and Blue Cross claim.

My sister-in-law was in Sentara Norfolk General Hospital 8/4/
94-8/5/94—1less than two days. She died on 8/5/94 about 5 p.m. The
hospital charged $49,435.67 and Medicare paid all without ques-
tion.

According to what | have read in our local newspaper, you want
to cut Medicare about 20 percent. In my opinion you, your depart-
ment and colleagues need to question hospitals like you do doctors
(approve amounts). I would like you to know what services was
performed for $50,000. This is just one-person charges. | hate to
see you people always looking for ways to hurt senior citizens. Why
don’'t you look at all the perks Congress and Senate get. 1 would
like for you to respond or have someone do so.

Sincerely,
DALE WHEELBERGER.

Also included in this first approach are several proposals to en-
courage beneficiaries to choose plans based on cost-effectiveness
and quality and to motivate coordinated care organizations and
other private health care plans to participate in the Medicare pro-
gram. One proposal under this plan, would make it possible for
beneficiaries to choose from a variety of health care delivery sys-
tems, some of which will eliminate much of the cost sharing bene-
ficiaries are now paying under fee-for-service Medicare. Bene-
ficiaries would, however, retain the option to remain in the tradi-
tional fee-for-service Medicare. Another proposal would provide pri-
vate plans flexibility to offer Medicare beneficiaries more choices
for health care delivery than Medicare laws currently allow, such
as preferred provider organizations, point of service plans, medical
savings accounts, and indemnity plans that “carve out” high cost
services and deliver them in a more efficient manner. These pro-
posals would convert the Medicare program into a system some-
what similar to the health care system now used by Federal em-
ployees. Medicare will contribute to the plans beneficiaries choose,
and the beneficiary will receive a rebate or pay an additional
amount depending on the cost of the plan.

Another proposal included in this path would reduce the Medi-
care subsidy for individual beneficiaries receiving over $70,000 in
annual income and couples receiving over $90,000 in income.
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Plan B. A second possible approach for achieving solvency would
immediately convert Medicare from an open-ended entitlement to
a system in which every Medicare beneficiary would receive a con-
tribution from Medicare to purchase the health care plan of their
choice. Choices would include a broad range of plans with varying
levels of coverage. Again, beneficiaries would pay extra if the plan
they chose was more costly than the amount of the Medicare con-
tribution, and would receive a rebate if they chose a plan that cost
less than the amount of the Medicare contribution.

Private plans available for purchase by Medicare beneficiaries
would include indemnity plans, HMO's, preferred provider organi-
zations, point-of-service plans, and medical savings accounts, as
well as other innovative insurance products. Any plan available in
the market to be purchased with a Medicare contribution would be
required to include catastrophic coverage for costs over $10,000.
Plans also would be required to meet a minimal set of other eligi-
bility requirements, including quality review, in order to prevent
marketing abuses. Medicare could continue to offer the traditional
fee-for-service Medicare program by determining the individual ac-
tuarial value of the program and allowing beneficiaries to purchase
it with their Medicare contribution.

The value of the Medicare contribution would be determined by
setting total Medicare expenditures at a growth rate of 9 percent
in 1996, and an average of 5.4 percent over 7 years. The contribu-
tion would be adjusted based on the beneficiaries’ age, gender, geo-
graphic location, and disability status.

Plan C. Finally, a third approach for preserving the Medicare
program would rely on many of the proposals that are included in
the first path discussed above. Most of these proposals to reduce
growth would be phased in if—and only if—anticipated savings
were not achieved from increased enrollment in private plans.
Under this approach, an initial set of provisions designed to reduce
the growth in provider payments, increase efficiency in provider
services, and motivate beneficiaries to choose private care plans
would be immediately implemented. Simultaneously, beneficiaries
will be given the opportunity to enroll in a broad variety of private
plans while still having the option to remain in fee-for-service Med-
icare. Payment to these plans will be made through a Medicare
contribution based on today’s per beneficiary rate set to grow at an
average of 5.4 percent per year over 7 years. Beneficiaries would
receive a rebate if the plan they chose costs less than this contribu-
tion, or would pay a premium if the plan they choose costs more
than the amount of the Medicare contribution.

Under this third plan, it is assumed that growth in Medicare
spending would be reduced through an initial set of savings propos-
als and through increased enrollment in private plans. If expected
growth reductions are not achieved, an additional set of provider
and beneficiary savings provisions will be automatically imple-
mented each year to further reduce growth in the program.

Clearly, there are many ways to preserve Medicare for current
beneficiaries and for future generations. Fraud and abuse must be
controlled. Incentives for beneficiaries to choose cost effective, qual-
ity health coverage must be implemented. The payment system
that promotes wasteful spending must be reformed. Although there



95

are many paths to achieve Medicare solvency, one point is certain:
Medicare must be preserved. This budget resolution reflects a com-
mitment to moving the process forward in this Congress, and dem-
onstrates that what needs to be done can be done.
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FUNCTION 600: INCOME SECURITY

This function includes benefits to Federal retirees and railroad
retirees; unemployment benefits; low-income housing; food-stamps;
school lunch subsidies; and financial assistance to low-income
groups including families with children, the disabled, the elderly,
refugees, and households with high energy costs.

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]

FUNCTION 600: INCOME SECURITY

House Budget Committee policy as-
sumptions 1995 1996 1997 1998 1999 2000 2001 2002

FUNCTION TOTALS
House Budget Committee budget

path:
Budget Authority ... 219,939 222,655 231,777 248,398 255418 265935 267,624 277,575
Outlays 222,221 224952 235273 243883 254,304 267,631 268,978 279,052
Changes from 1995 Levels
DISCRETIONARY
Reduce Rural Rental Assistance:
Budget Authority 523 —-52 —52 —52 —52 —-52 —52 —52
Outlays 454 -3 -9 —16 —-24 =31 =31 =31

Renew Section 8 Assisted Hous-
ing Contracts:
Budget Authority
Outlays
Deregulate Public Housing Au-
thorities, Enabling Them to
More Efficiently Use Operating

14,621 4,941 5551 13,026 10,042 8,728 8,728 8,728
20,538 —901 366 2,659 4,335 5,564 5,605 6,063

Funds:
Budget Authority .... 2,900 —145 —290 —435 —580 —725 —870 —1,015
Outlays 2,701 —67 —-210 —355 —500 — 645 —790 —935

Deregulate Public Housing Au-
thorities and Reduce Mod-
ernization Funds:

Budget Authority ... n/a —541 —541 —541 —541 —541 —541 —541
Outlays n/a 0 —54 —176 —268 —360 —447 —447
Housing for people with Aids
(HOPWA) (Focus funding for
development, housing and
special populations):
Budget Authority ................ 186 —14 —-28 —-28 —28 —28 —28 —28
0111511 7 0 -5 -15 -23 =27 —28 —28
Innovative Homeless Initiative
(Focus funding for develop-
ment, housing and special
populations):
Budget Authority ... 0 -3 =5 -5 -5 -5 =5 -5
Outlays 12 -1 -1 -3 -4 -5 -5 -5

Supportive Housing (Focus fund-
ing for development, housing
and special populations):
Budget Authority .................. 34 -3 -7 -7 -7 -7 -7 -7
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FUNCTION 600: INCOME SECURITY—Continued

House Budget Committee policy as-

sumptions

1995

1996

1997

1998

1999

2000

2001

2002

Outlays ..............

Homeless Assistance Grants
(Focus funding for develop-
ment, housing and special

populations):
Budget Authority

Outlays ..............

Emergency Shelter Grants (Focus
funding for development,
housing and special popu-

lations):
Budget Authority

Outlays .............. .
Supplemental Assistance For Fa-

cilities To Assist Homeless
(Focus funding for develop-
ment, housing and special

populations):
Budget Authority
Outlays

Eliminate the Homeownership
and Opportunity for People
Everywhere (HOPE) Block
Grants (This proposal DOES
NOT interact with the
Youthbuild proposal.) (Focus
funding for development,
housing and special popu-

lations):
Budget Authority
Outlays

Housing for the Disabled (Focus
funding for development,
housing and special popu-

lations):
Budget Authority
Outlays

Housing for the Elderly (Focus
funding for development,
housing and special popu-

lations):
Budget Authority
Outlays

HOPE Grants (Focus funding for
development, housing and
special populations):

Budget Authority
Outlays

National Homeownership Trust
(Focus funding for develop-
ment, housing and special

populations):
Budget Authority
Outlays

Indian Housing Loan Guarantees
(Focus funding for develop-
ment, housing and special

populations):
Budget Authority
Outlays .............

Section 8 Property Disposition

Savings:
Budget Authority

113

904

1,450
909

370
121

1,223
660

62
90

w

550

—90
-3

—-16

140
-4

=37
-1

—122
-4

-5
-2

o

—531

-1

—181
-33

=31
-6

—280
—50

—74
-13

—245
—44

-10
=5

-10
-2

o

—531

-4

—181
—96

-31
-17

o

—280
—148

~74
-39

—245
—130

-10
-8

-10
-5

o o

—531

-6

—181
—150

=31
—26

—280
—232

—74

—245
—203

—10

—10

—10

-8

—531

-6

—181
—175

=31
-30

—280
—270

—74
=71

—245
—236

-10

-10

-10

-10

—531

-7

—181
—181

=31
=31

—280
—280

—-74
—74

—245
—245

-10
-10

-10
-10

-1
-1

—531

—181
—181

=31
=31

o

—280
—280

—74
—74

—245
—245

-10
-10

-10
-10

-1
-1

—531
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FUNCTION 600: INCOME SECURITY—Continued

House Budget Committee policy as-
sumptions

1995

1996

1997

1998

1999

2000

2001

2002

OUIAYS oo
Transfer the Role of Encouraging
Low Income Homeownership
from the Federal Deposit In-

surance Corporation:
Budget Authority .................
OUIAYS oo
Stop Extending Federal Subsidies
Through the Low-Income
Housing Preservation Pro-
gram:
Budget Authority ...
Outlays
Stop Subsidizing the Wasteful
and Costly Rehabilitation of
public Housing Units that
Would Be Better Off Demol-
ished:
Budget Authority ...
Outlays
Family Investment Centers (Du-
plicative and Wasteful Pro-
grams in HUD):
Budget Authority ..................
OUIAYS oo
Congregate Services (Duplicative
and Wasteful Programs in
HUD):
Budget Authority ...
Outlays ..o
Special Purpose Grants (Duplica-
tive and Wasteful Programs in
HUD):
Budget Authority ...
Outlays ......
Service Coordinators (Duplicativi
and Wasteful Programs in
HUD):
Budget Authority ...
Outlays
Transfer Lead Based Paint
Abatement Responsibilities to
the Environmental Protection
Agency:
Budget Authority .................
OULIAYS oo
End the Youth Sports Program
for Public Housing and Re-
duce Duplicative Law Enforce-
ment Funding by 5 Percent:
Budget Authority ...
Outlays
End the Construction of New
Public Housing Units:
Budget Authority ...
Outlays
Eliminate LIHEAP:
Budget Authority ...
Outlays
Child Care and Development
Block Grant (Welfare Reform):
Budget Authority ...
Outlays

1,503

290
214

n/a
n/a
1,919
1,556

935
918

-1

-15
-9

—168
-2

—500

-25

—9%

-32

—577

—1919
—1,351

—935
—280

-17

—15
—15

—168
-17

—500
-25

—-25
-6

-25
-3

=277
—69

-9
—13

—96
-3

-32

—=577
=31

—1919
—1,469

—935
—888

—42

—15
—15

—168
—40

—500
—150

-25

-25
-9

=277
—153

-9
—-95

—96
—-22

-32

—577
—125

—1,919
—1,469

—935
—1,122

—66

-15
-15

—168
—64

—500
—250

-25

—-25
-15

=277
—264

-9
—-95

—96
-2

-32

—577
—234

—1919
—1,469

—935
—935

-4

-15
-15

—168
—87

—500
—350

-25

-25
-22

=277
=277

-9
—-95

—96
—61

-32

=577
—368

—1919
—1,469

—935
—935

—113

—15
—15

—168
—111

—500
—375

—-25

-25
—-25

=277
=277

—95
—-95

—96
—178

-32

—=577
—471

—1919
—1,469

—935
—935

—140

—15
—15

—168
—134

500
—400

—-25
—-25

—-25
—-25

=277
=277

-9
—-95

—96
—86

—-32
—-32

—577
—568
—1,919
—1,469

—935
—935
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FUNCTION 600: INCOME SECURITY—Continued

House Budget Committee policy as-

sumptions 1995 1996 1997 1998 1999 2000 2001 2002
Create Child Care Block Grant
(Welfare Reform):
Budget Authority ... 0 2,093 2,093 2,093 2,093 2,093 2,093 2,093
Outlays 0 1,884 2,093 2,093 2.093 2,093 2,093 2,093
WIC (Welfare Reform):
Budget Authority ... 3470 —3470 —3470 —3470 —3470 -—3470 -—3470 -—3470
Outlays 3447 -—3158 —3470 —3470 -—3470 -—3470 -—3470 -—3470
Child Nutrition Administration
(Welfare Reform):
Budget Authority ... 106 —106 —106 —106 —106 —106 —106 —106
Outlays 107 —95 —106 —106 —106 —106 —106 —106
Create Family Nutrition Block
Grant (Welfare Reform):
Budget Authority ... n/a 4,701 4,883 5,046 5,235 5,427 5,616 5813
Outlays .. n/a 4,225 4,854 5,018 5,204 5,396 5,584 5,780
Family Unification (Welfare Re-
form):
Budget Authority ... 76 —76 —76 —76 —76 —76 —76 —76
Outlays 21 -1 -8 -19 -29 -4 —59 —76
Commondity Distribution In-
crease (Welfare Reform):
Budget Authority ... n/a 111 111 111 111 111 111 111
Outlays n/a 85 111 111 111 111 111 111
Eliminate the Youthbuild Pro-
gram (This proposal DOES NOT
interact with the HOPE block
grant proposals):
Budget Authority ................. 50 -75 —50 —50 —50 —50 —50 —50
011141 N 102 0 —15 —28 -37 —42 —48 —48
MANDATORY
Eliminate Extended Unemploy-
ment Benefits:
Budget Authority ... 21,835 1,205 2,627 4,037 5,494 6,688 7913 9,192
Outlays 21,835 1,205 2,627 4,037 5,494 6,688 7913 9,192
Family Support Payments to
States, Titles | & VII (Welfare
Reform):
Budget Authority .. 15,001 —962 —897 —895 —1035 —108 —1433 —3267
Outlays 15,001 —1,064 —893 —890 -—1030 -—1,080 —1426 —3.267
Child Nutrition, Title 1l (Welfare
Reform):
Budget Authority ... 8093 —8093 —8093 —8093 —8093 —8093 —8093 —8093
Outlays 7985 -—7985 -—7985 -—7985 —798 —798 —7985 —7985
Create School Nutrition Block
Grant (Welfare Reform):
Budget Authority ... n/a 6,681 6,956 7,237 7,538 7,849 8,170 8,505
Outlays n/a 6,013 6,929 7,209 7,508 7,818 8,138 8,472
Food Stamps, Title IV & Title V
(Welfare Reform):
Budget Authority ... .. 25120 974 1,840 1,224 528 —213 —565 —42
Outlays 25,120 974 1,840 1,224 528 —213 —565 —42
Spending Increase for the Food
Stamp Program (Welfare Re-
formy:
Budget Authority ... n/a 333 539 611 769 941 1,132 1,362
Outlays n/a 333 539 611 769 941 1,132 1,362
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FUNCTION 600: INCOME SECURITY—Continued

House Budget Committee policy as-
sumptions 1995 1996 1997 1998 1999 2000 2001 2002

Supplemental Security Income
(SSI), Titles IV & VI (Welfare
Reform) (This proposal DOES
NOT interact with the SSI-$20
Exclusion from Income pro-
posal, though they both effect
the same account):
Budget Authority . e 24322 —1264 1,478 4,164 6905 12610 17,315 22,340
Outlays 24322 —1122 1,522 4,144 6,932 12,631 17,338 22,340
Change Computation of Annuitie
for New Retirees From High 3
to High 5 and Congressional
Pension Reform:
Budget Authority .. 37,849 1,275 3,257 5,094 7,050 9,136 11,063 12,790
Outlays . 37,849 1,275 3,257 5,094 7,050 9,136 11,063 12,790
Change Computation of Annuity
from High-3 to High-5 for New
Retirees of the Foreign Serv-
ice:
Budget Authority
Outlays ...
Fees for Non-AFDC Child Support
Enforcement Services:
Budget Authority . 1,985 —489 —55 360 889 1,470 2,074 2,691
Outlays - 1,985 —489 —55 360 889 1,470 2,074 2,691
Reduce the $20 Exclusion from
Income in Supplemental Secu-
rity Income (This proposal
DOES NOT interact with the
SSl-Welfare Reform proposal,
though they both effect the
same account):
Budget Authority 24,322 0 5,187 8455 11587 18,217 14,944 22,265
Outlays 24,322 0 5,187 8,455 11587 18,217 14,944 22,265
Terminate Trade Adjustment As-
sistance (benefits portion):
Budget Authority ................. 212 —-212 —212 —212 —212 —-212 —212 —212
0111511 212 —212 —212 —212 —212 —212 —212 —212

462 31 65 101 140 183 228 276
462 31 65 101 140 183 228 276

DiscussioN oF PoLicy ASSUMPTIONS
DISCRETIONARY SPENDING

Reduce Rural Rental Assistance. The savings from this provision
help finance the Rural Development Block Grant described in
Function 450.

Renew Section 8 Assisted Housing Contracts. As part of its mis-
sion to assist low-income Americans find affordable housing, the
Department of Housing and Urban Development contracts with pri-
vate owners to subsidize the rent for apartments. Budget authority
must be appropriated to cover the expenses for the entire contract
period. Over the past 30 years, Congress and HUD have created a
maze of programs associated with providing such support. They ba-
sically fall into two categories: project-based subsidies and tenant-
based assistance. To draw down the level of appropriated budget
authority, Congress has gradually shortened the length of the ten-
ant-based contracts. At one time, they were 20 years in duration.
By 1995 the contract periods had been reduced to 3 years. Hence
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budget authority levels are far lower in comparison to the late
1970's and early 1980's, but the contract periods expire more quick-
ly, and new budget authority must be appropriated to maintain the
apartment for the low-income tenant. The project-based subsidies
are increasing as well, requiring ever more budget authority. The
primary problem with this form of assistance is that the rent the
Federal Government subsidizes is far in excess of the market lev-
els. The effect of this is skyrocketing budget authority needs. In
1995, $3.3 billion was appropriated to renew expiring contracts. By
2000, to maintain current policies, nearly $20 billion in budget au-
thority will be required just to renew Section 8 contracts. In 1995,
the enacted level of funding for the entire department was just over
$26 billion of budget authority. Outlay levels do not rise as quickly,
but they, too, are rapidly escalating. In 1995, $3.9 billion in outlays
went to maintaining existing tenant subsidies. To preserve current
policies, more than $9 billion in outlays will be required by 2000.
It is not feasible to renew expiring contracts at the 1995 budget au-
thority level and still maintain the three million assisted housing
units. Appropriating at the 1995 level would mean 83 percent of as-
sisted households would no longer be subsidized. As many as 50
percent of these units are occupied by tenants who are disabled or
elderly. To preserve those assisted households, the program must
be reformed. The following proposed reforms for the private project
and tenant-based assisted housing programs are designed to lessen
the magnitude of the costs associated with these contract renewals.

—Restrain New Issue of Section 8 Vouchers and Certificates. In
1994, a total of 4.7 million households had some form of Federal
housing assistance. This is a dramatic rise from the 2.4 million
households assisted in 1977. Of the overall 1994 figure, 1.4 mil-
lion housing units are tenant-based. By not issuing new assist-
ance, the rapid rise in costs associated with the program can be
reduced. Should the present policy of issuing new assistance be
continued, it will cost the Government $9.4 billion over 7 years.
By enacting this reform, that cost can be averted.

—50-Percent Reissue of Vouchers/Certificates. A certain number of
vouchers and certificates are turned in each year by tenants who
no longer need the assistance. By reissuing only half of these
vouchers and certificates, the Federal Government would achieve
significant savings. Reissuing 50 percent would still allow new
tenants to obtain assistance and would provide vouchers for un-
foreseen situations. In light of the rapid increase of assisted
housing units over the past 20 years and the magnitude of the
spending on this program, HUD should restrain the reissue of
vouchers and certificates. This proposal saves over $9 billion rel-
ative to reissuing 100 percent of all vouchers returned.

—Reduce Fair Market Rent From the 45th Percentile to the 40th
Percentile of Median Local Rents. The fair market rent [FMR] is
the upper limit on the rent that can be charged in the Section
8 subsidy program. This proposal would reduce total FMRs na-
tionally by about 3 percent. The new calculation would affect
residents when they join the program and when they move from
one unit to another. The President proposed this reform in his
budget.
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—Increase Tenant Contribution From 30 Percent to 35 Percent of
Income in the Section 8 Programs. The Federal Government pays
the difference between 30 percent of an assisted tenant’s income
and the fair market rent of the area. By gradually increasing the
amount tenants contribute to their own rent, the Federal Gov-
ernment can reduce overall subsidy levels. Though tenants would
pay more of their own rent, the 35 percent would still be far
below the 50 percent to 80 percent paid by many unassisted low-
income renters. By raising tenant contributions, nearly $7 billion
in present policy costs can be avoided over 7 years.

Deregulate Public Housing Authorities, Enabling Them to More
Efficiently Use Operating Funds. In 1995, the Federal Government
provided public housing authorities with $3 billion to cover operat-
ing expenses for public projects. These subsidies are required be-
cause of extensive regulation that HUD imposes. If the PHAs are
deregulated, allowed to demolish units without physically con-
structing replacements, allowed to set their own rents, and run the
projects in a more efficient manner, these operating expenses can
be gradually reduced. Without Federally imposed regulations on
rents, tenant preferences, and micro-management of daily oper-
ation, low-income Americans can be housed for lower costs. The
savings reflects a 5-percent reduction per year over 7 years.

Deregulate Public Housing Authorities and Reduce Modernization
Funds. More than $3.7 billion was budgeted for the modernization
needs for public housing authorities in 1995. These funds are used
for rehabilitation, demolition, or upgrading in operation and man-
agement of public housing projects. Again, with deregulation, sub-
stantial reductions can be made to this fund. Although PHAs will
need support for their modernization needs, savings can be ob-
tained through deregulation. With deregulation, funding from this
account can be able to be used more effectively and more expan-
sively. For example, when operation requires supplemental funds,
PHAs are presently not allowed to draw on modernization funding.
With deregulation, these barriers will be removed. By breaking
down the walls between operating funds and modernization funds,
PHAs will be better able to use these resources to house low-in-
come tenants. The savings accrue from holding the level of mod-
ernization at $3 billion over the 7-year budget period.

Focus Funding for Development, Housing and Special Popu-
lations on Low-Income Communities by Creating One or More Block
Grants. By consolidating certain HUD programs, the Federal Gov-
ernment can direct funding to States through one or more block
grants. This will allow States to concentrate resources on areas and
populations whose need is most acute. Programs such as the Com-
munity Development Block Grants; HOME; Housing for the Elder-
ly; Housing for the Disabled; HOPE grants; the McKinney pro-
grams; the Innovative Homeless Initiative; and Housing for Per-
sons With AIDS would be included. Some of these programs al-
ready are administered through the States, but the sheer number
of programs, coupled with some that have inefficient and cum-
bersome regulations and bureaucracy associated with them, creates
administrative burdens. Funding would be channeled to States in
one or more block grants to be used for economic development,
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housing construction, or programs for vulnerable populations such
as senior Americans, the disabled, and those with AIDS. States
would be free to structure programs and assign priorities within
broad guidelines set by Congress, but would have to focus the fund-
ing on low-income communities. The number and parameters of
these block grants can be determined by the Banking Committee
at a later time. The funding level reflects an overall 20-percent re-
duction in the $9 billion cumulative total for the consolidated pro-
grams.

Federal Housing Administration.

—Reform Property Disposition Section 8 Component. The Federal
Government can achieve savings by reforming the rules under
which HUD may sell the property that has come into its posses-
sion through mortgage default. At present, a foreclosed property
may stay in the FHA inventory for years. During the time it is
vacant, the property may be vandalized, or used for drug dealing
or other criminal activities, or it may generally contribute to the
degradation of urban neighborhoods. By reforming the disposi-
tion procedures, the Federal Government can achieve budget sav-
ings and protect surrounding neighborhoods from deleterious ef-
fects generated by longstanding vacant houses. [A twin compo-
nent of this proposal, concerning FHA multifamily property dis-
positions, appears in Function 370.]

Other Housing Reforms.

—Transfer the Role of Encouraging Low-Income Homeownership
From the FDIC. The FDIC's affordable housing program is de-
signed to use housing units acquired by the FDIC through bank
defaults to enable low-income individuals and families to pur-
chase homes. The program should be terminated because it is
outside the scope of the Federal Deposit Insurance Corporation.
It is duplicated by a variety of existing HUD programs and com-
plicates the task of the FDIC to recapture defaulted insurance
payments. This program was targeted for elimination by the
House Appropriations Committee.

—Stop Extending Federal Subsidies to Corporations Through the
Low-Income Housing Preservation Program. In return for Federal
subsidies, certain property owners rent units to individuals and
families meeting specific income and preference requirements.
After 20 years, the owners’ mortgage notes and program regula-
tions permit them to prepay the remainder of their 40-year feder-
ally assisted mortgages. If they prepay, HUD applications no
longer apply and the property reverts to any use the owner may
wish to apply. During the mid-1980's, large numbers of mort-
gages became eligible for prepayment, causing concern that many
owners would exit the program and result in a shortage of
project-based housing stock. Under LIHPRA, these owners are
given incentives not to prepay their mortgages, and hence keep
their units available for low-income rental use. The program
should be eliminated due to the inefficiency of the project-based
assisted housing program overall. Additionally, the incentives
being offered are awarded to owners who may have no intention
of prepaying the mortgages. In general, in today's real estate
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market, the prospect of widespread prepayment of mortgages is
unlikely. Tenants displaced by those owners that do prepay could
be issued a voucher or certificate for use in the open market. The
Office of Management and Budget has also suggested the repeal
of this program.

—Stop Subsidizing the Wasteful and Costly Rehabilitation of Public
Housing Units That Would Be Better Off Demolished. The Se-
verely Distressed Public Housing Program provides funds for
public housing authorities to use to rehabilitate units of housing
at the most extreme level of dilapidation. The funds are in addi-
tion to modernization funding and are used to repair units
which, should the one-for-one replacement requirement be elimi-
nated, would be better razed rather than forcing expensive build-
ing of new units. The lost unit is better replaced through vouch-
ers or certificates. The House Appropriations Committee included
this program in its list of rescissions recently passed.

—Remove Duplicative and Wasteful Social and Special Purpose
Programs Falling Beyond the Scope of HUD’s Mission. Though
HUD’s mission is to provide assistance in economic development
and housing for low-income areas, social programs and special
purpose funding having little or nothing to do with these respon-
sibilities have been layered onto its already bloated bureaucracy.
Social programs include Investment Centers to provide job train-
ing, education access centers, and other services generally dupli-
cating what a broad range of welfare services are already sup-
posed to provide. Congregate service for the elderly has become
a HUD function, though a variety of elderly programs already
exist. Special purpose grants can be used for just about any local
purpose conceivable and end up wasting taxpayer dollars for
projects better funded at the local level.

—Transfer Duplicative Lead-Based Paint Responsibilities to the En-
vironmental Protection Agency. HUD has three lead paint abate-
ment programs: Lead-Based Paint Abatement Assistance Pro-
gram, the Lead-Based Paint Abatement Technical Assistance and
Capacity Building Set-Aside Program, and the Lead-Based Paint
Research and Development Program. These programs exceed
HUD's ability, expertise, and function. The Office of the Inspector
General at HUD has indicated this as a program that should be
considered for termination. State and local agencies are better
able to identify risks and apply solutions. In addition, at the Fed-
eral level numerous agencies have lead-based paint programs.
The responsibility for enforcing lead-based paint standards is
best suited to the Environmental Protection Agency. Both the
President and the House Appropriations Committee included
large rescissions of these funds in their recent proposals.

—End the Youth Sports Program for Public Housing and Reduce
Duplicative Law Enforcement Funding by 5 Percent. Through the
Drug Elimination program, HUD disperses grants to public hous-
ing authorities to fund efforts to minimize crime in the housing
projects through, among other things, the youth sports program.
HUD’s mission is not to provide security or police services, nor
to provide sports services to children. It has been unable to in-
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crease levels of safety in public housing projects through these
grants. Greater coordination with Federal, State and local law
enforcement agencies is a more effective method to control crime
in public housing. The savings reflect the amount the House Ap-
propriations Committee rescinded from the 1995 budget level.

—End the Construction of New Public Housing Units. The Develop-
ment program involves the use of Federal funds by Public Hous-
ing Authorities to either demolish units in severely dilapidated
condition to build new units for use by the PHA. New units of
public housing owned and operated by PHAs and subsidized by
the Federal Government should not be considered until the dis-
position of HUD is ultimately determined. The House Appropria-
tions Committee included this elimination in the House-passed
rescission bill.

Eliminate LIHEAP. LIHEAP (the Low-Income Home Energy As-
sistance Program) was created in 1981 as a temporary means of as-
sisting low-income households in meeting increased home heating
costs resulting from dramatic energy price increases in the late
1970’s. Since 1981, however, real prices of household fuels have de-
clined by 22 percent. Electricity prices are at pre-1974 levels, natu-
ral gas prices have fallen to pre-1980 levels, and fuel oil prices
have declined to pre-1975 levels. Thus the emergency that led to
LIHEAP has abated. It should be noted that LIHEAP payments go
to utility companies, not to individuals.

MANDATORY SPENDING

Eliminate Extended Unemployment Benefits. Federal extended
unemployment benefits provide 13 weeks of additional unemploy-
ment insurance benefits over and above the standard State unem-
ployment insurance period of eligibility, based on the insured un-
employment rate within a State. Currently, only two States and
Puerto Rico are eligible for the extended benefits. The Extended
Benefits program often becomes politicized during recessions, with
the benefits often being extended far beyond the initial 13 weeks
provided for by law. Beyond serving as a disincentive to finding or
accepting new employment, extended benefits also contributes to
Federal overspending, thus feeding the Federal deficit. Rather than
simply trying to remedy the problem of unemployment through en-
hanced Federal benefits, a better approach is to eliminate Federal
overspending and the deficit which diverts capital away from job-
creating investment in the private sector. By balancing the budget
and freeing up more capital for private sector investment, more job
opportunities will be available in the economy, and the need for
such income support programs will be diminished.

Enhance Home Ownership Opportunities. This proposal reflects
home ownership provisions that are part of the job training block
grant described in Function 500.

Welfare Reform. This budget proposal assumes the provisions of
H.R. 4, the Personal Responsibility Act of 1995, as passed by the
House of Representatives on March 24, 1995. Title Il of the pack-
age, the Child Protection Block Grant, is reflected in Function 500.
Three other small portions of the plan—concerning the AFDC
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JOBS program, drug treatment provisions, and child protection
programs—are reflected in Functions 500, 550 and 750, respec-
tively. The bulk of the welfare reform provisions remain in Func-
tion 600, and may be summarized as follows:

—Temporary Family Assistance Block Grant (Title 1). This title con-
solidates five Federal cash welfare assistance programs into a
single block grant to the States, and freezes funding for these
programs at the fiscal year 1995 level. States will be empowered
to design their own basic cash assistance programs to encourage
work and self-sufficiency. The plan discourages illegitimacy by
requiring beneficiaries to establish paternity, and by prohibiting
States from using Federal dollars to provide cash assistance to
unwed teenage mothers or to provide additional benefits to fami-
lies who have additional children while on welfare. By 2003,
States must have at least 50 percent of their single parent wel-
fare caseload working at least 35 hours per week. The plan es-
tablishes a lifetime limit on welfare eligibility per individual of
5 years.

—Block Grants for Child Care and for Child Nutrition Assistance
(Title I1). This title consolidates eight Federal child care pro-
grams into a single block grant to States. It eliminates current
requirements that siphon more than 30 percent of Federal child
care funding for centralized government planning and program
administration. It enhances parental freedom to choose the child
care providers they prefer. The School and Family Nutrition
block grants consolidate seven child nutrition programs into two
block grants to States. Funding for child nutrition is increased
4.5 percent annually. The plan allows each school district to sub-
mit a single application to provide school lunches, breakfasts,
and summer feeding. It also eliminates meddlesome Federal reg-
ulations, such as the current ban on serving yogurt within the
school lunch program.

—Restrictions on Welfare Eligibility for Noncitizens (Title 1V). This
title makes non-citizens categorically ineligible to receive benefits
from major welfare programs such as Supplemental Security In-
come [SSI], Food Stamps, Medicaid, Cash Welfare, and Title XX
Social Services. Exceptions include aliens who are over 75 and
who have lived in the U.S. for 5 years, and persons who are vet-
erans of the U.S. military. The availability of public benefits
should not be a factor influencing people to emigrate to the Unit-
ed States. Under current immigration laws, becoming a public
charge is a deportable offense. This title strengthens that basic
policy by making alien sponsorship agreements enforceable con-
tracts, thus requiring an alien’s family or charitable agency spon-
sor to provide for the economic well-being of aliens they bring
into the United States.

—Food Stamp Reforms (Title V). This title allows States to elimi-
nate parallel bureaucracies for cash welfare and food stamps and
merge eligibility requirements and benefit levels for the 40 per-
cent of current Food Stamp recipients who also receive cash wel-
fare. The plan requires able-bodied Food Stamp recipients aged
18-50 with no dependents to work. It increases penalties for
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committing Food Stamp fraud, estimated at $2 billion annually.
It freezes provisions in current law that are causing rapid expan-
sions in the program. Repeated expansions of the Food Stamp
program over the past decade have caused the number of people
on the Food Stamp rolls to jump from 19.8 million in 1985 to
27.4 million this year. That represents a 38-percent increase in
just 10 years.

—Supplemental Security Income Reforms (Title VI). This title elimi-
nates cash benefits under the SSI Disability program for those
people whose only disability is drug abuse or alcoholism. It pro-
vides $400 million over the next 5 years for treatment of drug
and alcohol abusers. The number of drug addicts and alcoholics
receiving benefits under the current program has risen almost
700 percent since 1988, according to the General Accounting Of-
fice. The plan reforms rules governing the eligibility or children
to receive SSI Disability benefits. Current lax program rules
allow children to qualify for disability benefits based on individ-
ual functional assessments [IFA’s] which permit benefits of $450
per month to children who display age inappropriate behavior or
other disciplinary problems that do not represent genuine dis-
abilities. Numerous examples have come to light of parents
coaching children to misbehave in order to qualify for benefits.
The reforms would enhance benefits for severely disabled chil-
dren (43 percent of the current child caseload), and allow families
of less severely disabled children to qualify for Medicaid and
other support services rather than cash assistance.

—Child Support (Title VII). This title improves collection and dis-
semination of information on court ordered child support to in-
crease compliance with support orders. It also requires States to
adopt policies to restrict drivers or professional licenses for per-
sons delinquent in paying child support.

—Miscellaneous Provisions (Title VIII). This title describes budget
scoring methods on the PAYGO scorecard related to programs
that become discretionary under the bill. It encourages the adop-
tion of electronic benefit transfer systems for delivering low-in-
come benefits to individuals.

Federal Retirement Reforms.

—Eliminate More Generous Pension Treatment for Members of Con-
gress and Congressional Staff. Currently, Members of Congress
and their staff receive more generous Federal pension benefits
than most other Federal employees. When Congress created the
Congressional pension system in 1946, it established a 2.5-per-
cent benefit accrual rate for Members and Congressional employ-
ees. That means that after 20 years of service, member and staff
pensions would equal 50 percent of the base salary, and after 30
years service, benefits would be 75 percent of base pay. The ben-
efit formula for most other Federal employees equals 36 percent
of base salary after 20 years and 56 percent of base pay after 30
years. The proposal conforms the Member and staff accrual rate
for those covered by the Civil Service Retirement System to the
accrual rate of most other Federal employees, currently 2 per-
cent. The Civil Service Retirement System includes all Federal
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employees who began service before January 1, 1984. The pro-
posal also eliminates a similar favorable accrual rate for Mem-
bers and Congressional Staff under FERS. Currently, Members
and Staff have an accrual rate of 1.7 percent, while all other Fed-
eral employees have an accrual rate of 1 percent if they retire be-
fore age 62, and 1.1 percent if they retire after 62. The proposed
legislation conforms Members and Congressional Staff to the
same accrual rate most other Federal employees earn.

—Change Computation of Annuities for New Retirees From High
Three to High Five. The budget resolution assumes the same pro-
vision that passed the House in H.R. 1215 earlier this year.

Other Individual and Community Assistance.

—Charging Fees for Non-AFDC Child Support Enforcement Serv-
ices. Since 1992, the General Accounting Office has reported on
opportunities to defray some of the costs of child support pro-
grams. These opportunities include locating absent parents, es-
tablishing paternity, and collecting ongoing and delinquent child
support. The law authorizes the State to charge a fee of up to
$25. Most States, however, charge a minimum fee of $1 and sim-
ply absorb the cost, even though they have the option of recovery.
Meanwhile, private companies are jumping into the business.
GAO’s research suggests that mandatory fees be dropped and
that States charge a minimum percentage service fee on success-
ful collections for non-AFDC families. The application fees are
administrative nightmares, and the service fee would ensure that
families are only charged when a service has been successfully
performed. To fully recover the administrative costs, a 15-percent
service charge would be necessary for non-AFDC families. The
savings indicated in this proposal assume States would be able
to implement this option beginning October 1, 1995.

—Reduce the $20 Exclusion From Income in Supplemental Security
Income. Reducing the $20 exclusion to $15 would save $175 mil-
lion in 1996 and almost $1 billion over the 5-year period. A pro-
gram that ensures a minimum living standard for recipients
need not provide a higher standard of living for people who hap-
pen to have earned income, as illustrated by the absence of any
standard exclusions for unearned income (other than child sup-
port) in the AFDC program.

—Eliminate Trade Adjustment Assistance. Trade Adjustment As-
sistance provides additional unemployment benefits and training
assistance to workers who lose their jobs as a result of foreign
competition, including workers affected by NAFTA. There is no
justification, however, for providing more assistance to an unem-
ployed worker who lost a job because of foreign competition than
for a worker whose unemployment resulted from domestic com-
petition. Trade Adjustment Assistance provides 78 weeks of un-
employment benefits while the majority of other Americans qual-
ify for only 26 weeks of unemployment benefits. Moreover, a 1993
evaluation of the training components of the program by the De-
partment of Labor Inspector General determined that neither the
Department nor the States could demonstrate that the program
was effective in helping unemployed workers find suitable em-
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ployment. The Inspector General’'s audit found that only one in
ten of former program participants surveyed found new training-
related employment that paid suitable wages. The IG also noted
that although the program requires participants to enroll in ap-
proved training courses, participants who did not wish to attend
training were almost always granted waivers to continue receiv-
ing the income support allowance. [Please note: Two other com-
ponents of this proposal appear in Function 500.]
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FUNCTION 650: SOCIAL SECURITY
This function consists of the Social Security Program.
SUMMARY OF PoLIcy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal

year 2002.]
FUNCTION 650

1995 1996 1997 1998 1999 2000 2001 2002

650 Social Security:
Budget Authority
Outlays

3369 3543 3741 3943 4139 4339 455.0 4772
336.2 3542 3730 3932 4126 4327 4537 4757

DiscussioN oF PoLicY ASSUMPTIONS
MANDATORY SPENDING

This budget assumes no programmatic changes in Social Secu-
rity.
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FUNCTION 700: VETERANS BENEFITS AND SERVICES

This function includes veterans benefits and services including
discretionary programs for veterans health care and medical re-
search, construction activities, and housing loan programs. Also in-
cluded are mandatory veterans programs such as veterans com-
pensation and pension payments and educational benefits.

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]

FUNCTION 700: VETERANS BENEFITS AND SERVICES

1995

Level 1996 1997 1998 1999 2000 2001 2002

House Budget Committee policy assumptions

FUNCTION TOTALS
House Budget Committee balanced budget

path:
Budget authority 37,654 37,588 38,081 38453 39,050 39,249 39,736 40,149
Outlays 37,392 36935 38,079 38526 39,037 40,624 41,218 41588

DISCRETIONARY Changes from 1995 Levels

Limit VA Major Construction:
Budget AUthOTitY ......ccovvvrvericriiiiis 34 =272 =259 —246 —232 -—218 —203 —188
Outlays ... 541 -76 —137 —183 —321 —369 —417 —410

MANDATORY

Increase  the  Prescription  Drug
Copayments to $5 in 1996 and 1997; by
$8 Thereafter:
Budget AUthOTitY ......ccovvvrveicriiiiis —579 —141 —234 348 32 18
OUEIAYS oo —579 —141 —234 348 32 18
Withhold Compensation Benefits for Cer-
tain Incompetent Veterans with Large
Estates:
Budget Authority ....
Outlays
Permanently Extend Pension Limit to Per-
sons in Medicaid Nursing Home:
Budget AUthOTItY ......ccoovvvvvericriiieiiis 2,955 0 0 0 -—199 -—-206 —213 —214
Outlays ... 2,958 0 0 0 —198 —242 174 =214
Permanently Extend Income
through IRS and SSA:
Budget Authority
Outalys
Recover Certain Costs from Health Insur-
ers of Veterans for Non-Service Related

—-11
-1

BB

14,176 488 1041 1616 2,228 2645 2832 3,686
14,422 —906 712 1321 1929 3606 1429 3,349

2955 —134 —251 —360 —168 —178 —190 —201
2,958 —359 —244 —354 —187 41 —414  —204

Conditions:
Budget Authority .... —579 —-62 —152 —179 -4 -23 —43 —64
Outlays —579 —-62 =152 —179 -4 -23 —43 —64

Collect Per Diems and Copayments from
Certain Veterans:
Budget Authority ....
Outlays
Verify Veteran Income for Medical Care
Cost Recovery:
Budget AUthOFity ........ccooovunevviiriinninins —579 —-62 —152 —179 205 197 189 181

—579 —62 —152 —179 161 151 141 131
—579 —-62 —152 —179 161 151 141 131
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FUNCTION 700: VETERANS BENEFITS AND SERVICES—Continued

1995

Level 1996 1997 1998 1999 2000 2001 2002

House Budget Committee policy assumptions

OULIYS .ovvveverrviriii e —-5719 —62 —152 —179 205 197 189 181
Extend 0.75-Percent Loan Fee for Housing
Loans and Extend Authority for Higher
No-Bid Rate in Housing Programs:
Budget AUthOFitY ......ccccovvvinerviiriinninis -107 12 47 70 85 97 114 116
OUERIYS oo —106 11 46 69 84 96 113 115
Round Down Compensation COLA and Pro-
vide Half COLA for Old Law DIC Recipi-
ents:

Budget AULhOTItY ........ocvereerererneerinninne 14,176 634 1,157 1,704 2,286 2,661 2,837 3,636

OUEIAYS oo 14,422 772 828 1,410 1989 3,683 1418 3,299
Maintain the Gl Bill COLA at 50 Percent:

Budget AUthOTitY ......ccovvvvvverieriiiiniis 1,580 59 135 208 250 302 340 376

OULIAYS ovvvvvveneverssereessseessesssesssenens 1,300 159 235 298 330 382 410 446

DiscussioN oF PoLicy ASSUMPTIONS

Through the Department of Veterans Affairs [VA], veterans who
meet various complex eligibility rules receive benefits ranging from
medical care, to compensation, pensions, education, housing, insur-
ance, and burial benefits. There are 26 million veterans and about
44 million members of their families. The Congressional Budget Of-
fice estimates that total VA outlays for fiscal year 1995 will be
$37.392 billion. This includes discretionary (largely medical care)
spending of $18.035 billion; entitlement and other mandatory
spending (compensation, pension, education, etc) of $20.542 billion;
and receipts (—) of $1.185 billion. The VA administers a vast
health care system for veterans who meet certain eligibility cri-
teria. Care is provided largely in facilities owned and operated by
the VA. For fiscal year 1994, the VA-operated facilities included
172 hospitals, 130 nursing homes, 357 outpatient clinics, and 39
domiciliaries. Eligibility rules for veterans health care services are
complex. In general, eligibility is based on characteristics of the
veteran (such as having a health condition related to service in the
Armed Forces, or level of income) and the kind of health care serv-
ice being provided (inpatient, outpatient, etc.). The VA is required
to provide free hospital care to veterans with service-connected dis-
abilities (and to certain other veterans, including those with in-
comes below about $20,000). The VA may provide hospital care to
all other veterans but only on a space available basis and if they
pay required deductibles and copayments. In fiscal year 1993,
about 2.8 million veterans used the VA health care system, rep-
resenting just over 10 percent of the total veteran population. The
VA pays monthly cash benefits to veterans who have service-con-
nected disabilities. The basic amounts of compensation paid are
based on percentage-of-disability rating (multiples of 10 percentage
points) assigned to the veteran. In 1996 about 2.5 million veterans
will receive disability compensation totaling about $14.5 billion.
The VA pays monthly cash pension benefits to about 744 thousand
veterans or their survivors. These pensions will total $3.0 billion in
fiscal year 1996.

Over the 7-year budget period, the House Budget Committee rec-
ommendation is to achieve savings of about $7 billion ($1.031 bil-
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lion from discretionary spending and $6.076 billion from mandatory
spending). From discretionary accounts, the plan calls for limiting
VA major construction to achieve $1.031 billion in deficit reduction.
From mandatory spending, the plan would increase the prescrip-
tion copayment amount from the current $2 to $5 in fiscal year
1996 and 1997, $8 in fiscal year 1998 and beyond for a savings of
$1.066 billion over 7 years. The plan also calls for limiting com-
pensation benefits for certain incompetent veterans for a savings of
$1.326 billion over 7 years. Last, the plan recommends perma-
nently extending expiring current law which would save $4.019 bil-
lion over 7 years. (These extensions of current law were also rec-
ommended by President Clinton in his fiscal year 1996 budget pro-
posal.)

DISCRETIONARY SPENDING

Limit Major Construction. The Construction, Major Projects ap-
propriation provides for constructing, altering, extending, and im-
proving VA facilities, including planning, architectural and engi-
neering services, and site acquisition, where estimated cost of a
project is over $3 million. The proposed deficit reduction savings of
$1.031 billion over 7 years would apply only to the medical pro-
gram—not to the national cemetery or other accounts in major con-
struction. The fiscal year 1996 budget request for VA major con-
struction is $514 million.

MANDATORY SPENDING

Increase the Prescription Drug Copayment. The VA is currently
authorized to collect a $2 copayment for each 30-day supply of out-
patient prescription drugs prescribed for conditions which are not
related to the treatment of a service-connected disability. (Veterans
with a service-connected condition rated 50 percent or more are ex-
empted.) This proposal would increase the copayment to $5 in fiscal
year 1996 and 1997 and to $8 in fiscal year 1998 and beyond.

Reenact the OBRA 1990 Provision Limiting Compensation Bene-
fits for Certain Incompetent Veterans. In the case of an incompetent
veteran who has neither spouse, child, nor dependent parent and
whose estate exceeds $25,000, compensation payments would be
suspended until the estate is reduced to $10,000. This provision
was in effect from October 1990 through September 30, 1992.

Permanently Extend Pension Limit to Persons in Medicaid Nurs-
ing Home. OBRA 1990 placed a $90 monthly limit on VA needs-
based pension benefits paid to veterans or survivors without de-
pendents receiving care in a Medicaid-approved nursing home. This
limit of $90 is effective through fiscal year 1998. This proposal
would permanently extend the limit.

Permanently Extend Income Verification through IRS and SSA.
The VA currently is able to access IRS data to verify incomes re-
ported by beneficiaries for establishing eligibility for pensions. This
OBRA-1990 provision, extended through fiscal year 1998 by OBRA
1993, would be made permanent under this proposal.

Extend Authority to Recover Costs from Health Insurers of Veter-
ans for Non-Service Related Conditions. The VA has permanent au-
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thority to collect payment from private health insurance companies
for medical care given to veterans with no service-related disabil-
ities. The VA also has temporary authority, through fiscal year
1998, to recover from private health insurance companies the medi-
cal costs of veterans who do have service-related disabilities, when
such veterans receive care for conditions not related to their serv-
ice-related disabilities. This OBRA-1993 provision would be made
permanent under this proposal.

Extend Authority to Collect Copayments for Prescription Medica-
tions. The VA is currently authorized to collect a $2 copayment for
each 30-day supply of outpatient prescription drugs prescribed for
conditions which are not related to the treatment of a service-con-
nected disability. (Veterans with a service-connected condition
rated 50 percent or more are exempted.) This proposal would per-
manently extend this authority, which has already been approved
by Congress on a temporary basis on three separate times.

Verify Veteran Income for Medical Care Cost Recovery. This
would extend permanently VA's authority to check the income of
veterans using Social Security numbers/internal revenue service
records to determine eligibility of veterans for means-tested medi-
cal care.

Extend 0.75-Percent Loan Fee for Housing Loans and Extend Au-
thority for Higher No-Bid Rate in Housing Programs. The VA's
mortgage guarantee program makes it possible for veterans to buy
homes with little or no downpayment, and at favorable rates. The
primary cost of the program comes from defaults and subsequent
property foreclosures. The VA charges veterans who do not have a
service-connected disability a basic fee to use the VA Home Loan
Guarantee program. Basic fees are 1.25 percent of the loan amount
for a veteran and 2 percent for a reservist when the downpayment
is less than 5 percent; 0.75 percent for a veteran and 1.5 percent
for a reservist with a down payment of 5 but less than 10 percent;
and 0.5 percent for a veteran and 1.25 percent with a downpay-
ment of 10 percent or more. OBRA 1993 increased these fees by
0.75 percent of the loan amount for loans closed between October
1, 1993 and September 30, 1998. This proposal would permanently
extend this .75 percent addition to the basic fees. The VA uses a
“no-bid” formula to determine the least expensive alternative to
dispose of foreclosed property. This proposal would make perma-
nent a modification to the no-bid formula which requires VA to con-
sider its losses sustained on the resale of the property when estab-
lishing the rate. OBRA 1993 established a fee of 3 percent of the
amount of the loan, with less than 5-percent downpayment, for a
veteran who previously obtained a VA-guaranteed home loan. The
increased fee applies in the case of second and subsequent loans
closed between October 1, 1993 and September 30, 1998. This pro-
vision would make this higher rate permanent.

Round Down Fiscal Year 1996 Compensation COLA and Provide
One-Half COLA for Certain DIC Recipients. The VA pays monthly
cash benefits to veterans who have service-connected disabilities.
The basic amounts of compensation paid are based on percentage-
of-disability ratings (multiples of 10 percentage points) assigned to
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the veteran. A veteran whose disability is rated 30 percent or more
disability also receives additional compensation for a spouse, chil-
dren, and dependents. The VA also pays dependency and indemnity
compensation [DIC] to the survivors of service members or veter-
ans who died from a disease or injury incurred or aggravated dur-
ing military service. OBRA 1993 provided that the COLA would be
rounded down to the next lower whole percentage point. This pro-
posal would permanently extend this provision. For deaths on or
after January 1, 1993, surviving spouses are paid $750 per month
and, if the deceased veteran was totally disabled for a continuous
period of at least 8 years immediately prior to death, and addi-
tional $165 per month. For deaths prior to January 1, 1993, surviv-
ing spouses may receive the higher of DIC under the new system
or the old system determined by the pay grade of the deceased vet-
eran. OBRA 1993 limited the fiscal year 1994 COLA for DIC paid
under the older determination process to one-half the COLA apply-
ing to DIC paid for deaths after January 1, 1993.

Permanently Maintain the Gl Bill COLA at 50 Percent. OBRA
1993 eliminated the COLA for the Montgomery GI Bill benefits for
fiscal year 1994. It also specified that the COLA for 1995 would be
one-half of the amount otherwise calculated. This provision would
maintain the GI Bill COLA at 50 percent permanently.
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FUNCTION 750: ADMINISTRATION OF JUSTICE

This function is composed of the justice programs of the United
States, including Federal law enforcement, Federal court, Federal
prison and judicial branch activities.

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]

HOUSE BUDGET COMMITTEE POLICY ASSUMPTIONS

1995 1996 1997 1998 1999 2000 2001 2002

750 Administration of Justice
Budget AULhOTItY .......oevereerreierinirierinns 185 178 169 166 164 164 160 159
(0111 \VE 171 178 171 169 167 166 162 161




117

‘uopouny 1aBpng siyy Ul saull syesedas se pajsi| ale yaJym 4o yoea ‘sabueyo Aoijod Jounsip alow 10 omi Aq paloaye si Junodde siy|

- 0T— - 07— - 07— 14 07— - [0) L= - = - 0T 7 19 sWu) Wioj uondsloid piyd
L= L= L= L— L— L— L— L— L— L— L— L— 9— L= 8 L " UOISSIWWOY 8j0Jed SN 8y} seulws]
1= 1= 4% 4% 4% 4% - - 10 = 6— 1= V= 1= 12 12 * aInnsul sdnsnr arelsS 8yl sleulwls L
0¢- o0- 00— 00— 0— 0= 0— 0— 61— 00— <¢I— €— 99— L= T¢ 0¢ “* 80IMISS suoie|dy Auunwwo) ayeulwi|3
S— S— S— S— S— §— §— §— §— G— G— G— S— S— C6€ 16€ " 80IMIBS S[eysielN "S'N 8yl wlojsy
Trr'T— €8S'T— Thh'T— €8G'T— Thy'T— €85'T— ¥IET— €8G'T— ¥ST'T— 99€'T— Ov8— [S0'T— CIZ— 68E— B B/ (19737 G66T 8up wouy
10U ‘Jeaj PAZLIOYINY YJea Wolj SI pund 1SniL awi) us|
.o_> ay) ul co;o:uwmv pun4 1SNJJ SWIY 1USJOIA BUY) 3oNpay
0 Sl— 0 Ssl— 0 sl— 0 si— 0 s.— 0 Sl— 0 Sl— 0 sl ' pung 55995 S_Em_ee_ puISaY
Siy— Sww— SWw— SWw— Slv— SGlv— SGIv— GIv— 86— GIv— [S¢— Vl¢— TeT— [LET— E€ETY STy uon
-eJ0d10) s801aS [eBa] 8y Joy Buipund [esapa4 INQ aseyd
0c— 0c— 0c— 0c— 0c— 0c— 0c— 0c— 61— 0c— 4 0c— V= 0c— 0¢ 0oc T S18JU8) 824n0S3Y Aijeuad yreaq Joy Buipuny syeurw3
- - - - - - - - - - - - - - z z " 90140 pUe UONISOd [eJaua Asulony 81eld0ssy areul
- - - - ¢- - 1- ;- - T¢©- - - - - @ z " Salels palun 2 J0 B0URIAIIO) SAEASIUILIDY SleU3
€5 — €5 — €5 — €5 — €5 — €5 — €65 — €5 — 05— €5— T€e— €5 — - €5 — 69 S1E weJfold souelsissy 801sng 1oy Buipund Juels %00|g
10 va 0 va 0 va 0 va 10 va 10 va 10 va o va
2002 1002 0002 666T 8667 1667 5667

(pajou asimiaylo alaym 1daox3) [aAa7 66T A4 Y woly abuey)

193] Burpuads
G66T A4 [e30L

SNOILJWNSSY 139and



118

DiscussioN oF PoLicY ASSUMPTIONS
DISCRETIONARY SPENDING

Block Grant Funding for Justice Assistance Programs. Currently,
financial assistance is spread among many Justice Assistance Pro-
grams, each earmarking funds for a specific purpose. These cat-
egorical grants encourage units of government to spend money on
programs that may not be a high priority but to direct much of its
funding toward problems that are of low priority to recipient gov-
ernments or that are not Federal responsibilities, in which appli-
cants take grants because they are available rather than because
of pressing needs. Consolidating existing grants into one large for-
mula grant dedicated to a broad category, reducing the total fund-
ing, and changing the method by which funds are allocated allows
recipients to direct resources toward programs where the need is
greatest in their jurisdictions. Shifting the method of distributing
funds exclusively to block grants will have no detrimental effects
on the Nation's law enforcement capabilities. In contrast, it will en-
hance the ability of localities to handle their law enforcement prob-
lems, even with fewer total resources. Furthermore, savings will re-
sult from lower administrative costs. Currently, each grant pro-
gram requires that applicants file a proposal detailing how the
grant will be used and what oversight will be conducted; in addi-
tion, recipients must submit followup reports on the program’s
achievements. Those administrative expenses absorb a good portion
of the total grant that could be used to carry out program activi-
ties. By administering the entire program as a single formula
grant, significantly fewer people will sit behind desks and more
will work in communities where the needs exist. This plan is also
consistent with recommendations in the National Performance Re-
view for reducing overhead and enhancing flexibility.

Eliminate the Administrative Conference of the United States.
The Administrative Conference of the United States conducts stud-
ies of the administrative procedures that agencies and executive
departments use. The purpose of the commission is to arrange for
interchange among administrative agencies of information “poten-
tially” useful in improving administrative procedure.

Eliminate the Associate Attorney General Position and Office. The
presidentially appointed Associate Attorney General position is an
unneeded level of bureaucracy, which should be eliminated. This
position is not part of the formal Department of Justice structure
and is unnecessary to implement Departmental policies. Instead,
this position has been used to reward politically connected friends
of the President.

Eliminate Funding for Death Penalty Resource Centers.—The
Capital Resource Centers provide grants and funds for convicted
murderers to file appeals of their convictions and fight pending
Federal habeas corpus petitions. These grants and funds are un-
necessary for these felons to protect their basic constitutional
rights or to provide for their defense. Court-appointed, taxpayer
funded, and pro-bono attorneys are already available for this pur-
pose.
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Phase Out Federal Funding for the Legal Services Corporation.—
The Legal Services Corporation (LSC) is one of several organiza-
tions intended to provide the poor with access to free legal aid in
civil matters. Too often, however, lawyers funded through Federal
LSC grants have focussed on political causes and class action law-
suits rather than helping poor Americans solve their legal prob-
lems. In fact, the poor have often been its chief victims. Lawyers
have used the LSC grants to file lawsuits against welfare reform
and to support the right of prisoners to certain benefits, such as
cable television. These lawyers also are used to defend drug dealers
from being evicted from housing projects. The LSC has sued for
frivolous benefits at taxpayers' expense. A phaseout of Federal
funding for the LSC will not eliminate free legal aid to the poor.
State and local governments, bar associations, and other organiza-
tions already provide substantial legal aid to the poor. The phase-
out of Federal funding would just end the most controversial and
counterproductive legal representations.

Rescind Immigration Emergency Fund. The one-time immigra-
tion emergencies due to events in Haiti and Cuba prompted the
103rd Congress to appropriate $75 million in Public Law 103-317
for the Immigration Emergency Fund, compared to an appropria-
tion of $6 million in fiscal year 1994 and no appropriation in fiscal
year 1996.

Reduce the Violent Crime Trust Fund. This proposal reduces the
Violent Crime Trust Fund by $5 billion over 5 years to achieve the
reduction from last year’s crime bill promised in the Contract with
America.

Reform the U.S. Marshals Service. This provision eliminates the
political appointment process for U.S. marshals and promotes the
professionally trained deputy marshals to the U.S. marshal posi-
tions. The total number of employees in the Marshals Service is re-
duced by 70. This concept to reform the Marshals Service has been
discussed since the Truman administration, and was proposed in
Vice President Gore’s National Performance Review.

Eliminate the Community Relations Service. The Community Re-
lations Service provides assistance to communities in preventing
and resolving disputes and difficulties between ethnic and racial
groups. Although the Service’s goal may be laudable, it is not ap-
propriately addressed at the Federal level by a one-size-fits-all ap-
proach. Instead, the Service's goals can more appropriately be met
by local, State, and nongovernmental institutions “on the ground”
where potential problems exist.

Terminate the State Justice Institute.—The State Justice Insti-
tute funds research and demonstration projects and distributes in-
formation about ways to administer justice. The Institute provides
no actual services and has not improved the administration of jus-
tice at the Federal or State level, and should be eliminated.

Terminate the U.S. Parole Commission. The Comprehensive
Crime Control Act of 1984 abolished the U.S. Parole Commission
and instituted mandatory sentencing for all offenders whose crimes
were committed after November 1, 1987. The Commission will be
abolished on November 1, 1997, 10 years after the implementation
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of the U.S. Sentencing Guidelines. Abolishing the Commission in
fiscal year 1996 and distributing its current workload to other of-
fices will have no or little effect on pending cases.

Replace Three Child Protection Programs. Under the House-
passed welfare reform plan, three existing child protection pro-
grams are to be replaced by the Child Protection Block Grant in
Title 11 of the Personal Responsibility Act of 1995. [Note: See Func-
tion 500].
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FUNCTION 800: GENERAL GOVERNMENT

This function covers the general overhead cost of the Federal
Government; provision of central, fiscal property, and personnel ac-
tivities; and provision of services that cannot be reasonably classi-
fied in any other major function. Overhead costs include the legis-
lative branch and Executive Office of the President. Central fiscal
costs consist of the general tax collection and fiscal operations of
the Department of Treasury. Property and personnel costs include
the operating costs of the General Services Administration and Of-
fice of Personnel Management. Federal aid to State and territorial
government that is available for general fiscal support is also
placed in this function. Funding for the Internal Revenue Service
accounts for slightly more than half of the total.

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]

FUNCTION 800: GENERAL GOVERNMENT

House Budget Committee policy as- 1995

sumptions Level 1996 1997 1998 1999 2000 2001 2002

FUNCTION TOTALS

House Budget Committee bal-
anced budget path:

Budget Authority .

Outlays

13265 11,624 11,633 12457 11684 12109 11,319 11,263
13395 12,380 11,799 12594 11514 11,970 11,075 11,012

DISCRETIONARY Changes from 1995 Levels

Eliminate GSA’s Federal Supply,
Information Resource Man-
agement and Federal Property
Resource Service:
Budget Authority 97 -97 -97 -97 -97 -97 -97 -97
outlays .....cccoouveens 70 =70 -97 -97 -97 -97 -97 -97
Impose a Five-Year/Seven-Year
Moratorium on Construction
and Acquisition of New Fed-

eral Buildings:
Budget Authority 627 —627 —627 —627 —627 —627 —627 —627
Outlays 19 -19 —-81 —213 —407 —564 —627 —627
End the Government Monopoly
on Fleet Management by
Opening Management of the
Government’s Fleet to Com-
petitive Private-Sector Bid-
ding:
Budget Authority 2,000 —67 —167 —200 —200 —200 —200 —200
Outlays 150 -50 — 167 —200 —200 —200 —200 —200
Eliminate All Territorial Assist-
ance (Territorial and Inter-
national Affairs):
Budget Authority 52 —51 —51 —51 —51 —51 —51 —51
Outlays 50 —45 —52 —52 —52 —51 —50 —50
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House Budget Committee policy as-

1995

sumptions Level 1996 1997 1998 1999 2000 2001 2002
Eliminate Trust Territory of the
Pacific Islands (Territorial and
International Affairs):
Budget Authority ... 20 -20 -20 -20 -20 -20 -20 -20
Outlays 21 -14 —-20 —-20 —-20 -20 —-20 —-20
Accept President’s Proposal
Compact of Free Association
(Territorial and International
Affairs):
Budget Authority ................. 20 -10 -10 —-10 -10 -1 —-11 —-11
OULIAYS oveoeererrericeiiienne 21 -9 -9 -10 -10 -1 -11 -1
Eliminate Joint Committees on
Printing and Library:
Budget Authority 2 -2 -2 -2 -2 -2 -2 -2
Outlays 2 -2 -2 -2 -2 -2 -2 -2
End the Government’s Monopoly
on Printing:
Budget Authority ... 145 —48 —145 —145 —145 —145 —145 —145
Outlays 130 —43 —135 —145 —145 —145 —145 —145
Payment in lieu of Taxes:
Budget Authority .........c....... 104 21 21 21 21 21 21 21
011111 N 104 21 21 21 21 21 21 21
Eliminate the Advisory Commis-
sion on Intergovernmental Re-
lations:
Budget Authority ... 1 -1 -1 -1 -1 -1 -1 -1
Outlays 1 -1 -1 -1 -1 -1 -1 -1
Eliminate the Office of Tech-
nology Assessment:
Budget Authority ... 22 —16 —-22 —-22 —-22 —-22 —-22 —-22
Outlays 22 —14 —-22 —-22 —-22 —-22 —-22 —-22
Lock-In Savings from One-Third
Reduction In House Commit-
tee Staffs:
Budget Authority ... 729 -33 -34 -34 -34 -34 -34 -34
Outlays .. 676 -32 -34 -34 -34 -34 -34 -34
Reduce Funding for the Execu
tive Office of the President by
Fifteen (15) Percent:
Budget Authority 200 -30 -30 -30 -30 -30 -30 -30
Outlays 160 —24 -30 -30 -30 -30 -30 -30
Reduce General Accounting Of-
fice Funding by 15 Percent:
Budget Authority ... 443 —67 —67 —67 —67 —67 —67 —67
Outlays 442 —60 —67 —67 —67 —67 —67 —67
Reform the Office of Personnel
Management (OPM): Transfer
Certain OPM Responsibilities:
to Other Agencies
Budget Authority ... 115 —-90 —-90 —-90 —-90 —-90 —-90 —-90
Outlays .. 109 —-81 -9 -9 -9 -9 -90 -90
Indian Gaming—Salaries and Ex-
penses (Authorization):
Budget Authority .................. 1 -1 -1 -1 -1 -1 -1 -1
OULIAYS oo 3 -1 -1 -1 -1 -1 -1 -1
MANDATORY
Increase Funding for American
Samoa:
Budget Authority ................. n/a 34 34 34 34 34 34 34
OULIAYS ovvovererreririinnne n/a 34 34 34 34 34 34 34
Reduce Grants for the Northern
Mariana Islands:
Budget Authority ...........c..... 28 —28 —28 —28 —28 -28 -28 —28
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FUNCTION 800: GENERAL GOVERNMENT—Continued

House Budget Committee policy as- 1995
sumptions Level 1996 1997 1998 1999 2000 2001 2002

OULIAYS ovvooereerrrieeririiinae 5 —-28 —28 —28 —28 —28 —28 —28
Indian Gaming—Salaries and Ex-
penses (Fees):
Budget Authority .................. 1 1 1 1 1 1 1 1
OULIAYS ovvovereererieeirerienae 3 1 1 1 1 1 1 1
Indian Gaming—Salaries and Ex-
penses (Direct Spending):
Budget Authority .........c....... 1 -1 -1 -1 -1 -1 -1 -1
OULIAYS ovvvvereereririieienne 3 -1 -1 -1 -1 -1 -1 -1

DiscussioN oF PoLicy ASSUMPTIONS
DISCRETIONARY SPENDING

Cost Savings at the General Services Administration [GSA]. The
GSA was established in 1946 to provide goods and services across
the government in the most effective and cost-efficient manner.
Now 50 years later, however, the monopoly status of GSA is caus-
ing government agencies to in fact pay excessive costs for various
goods and services which can be easily provided by the private sec-
tor at a much lower cost. Given the scale of the government’s pur-
chases through GSA, there is great opportunity for significant sav-
ings system wide as competition is introduced. GSA’s current budg-
et is approximately $200 million; it controls over $45 billion in an-
nual purchases by government agencies. As the National Perform-
ance Review has argued:

It is not enough that GSA try to become a better monop-
oly; true change will not occur until agencies are free to
choose where and how they spend their money.

—Eliminate the GSA’s Federal Supply Service, Information Re-
sources Management Service and the Federal Property Resources
Service. This proposal calls for selling three major elements of
GSA to the current employees—through an Employee Stock
Ownership Plan/ESOP—or to private companies. The Federal
Property Resources Service handles the sale, auctioning, or
outleasing of valuable underutilized Federal property. The Fed-
eral Supply Service has approximately 5,000 employees and en-
joys gross sales in fiscal 1993 close to $2 billion and over $500
million in fleet management. One significant failure of this office
has been the management of government purchases of comput-
ers. Currently, the IRS suffers from a backlog of $70 billion in
uncollected taxes due to inappropriate and antiquated computers.
Last fall, Senator Cohen issued a report urging a complete halt
in computer purchases until the introduction of major improve-
ments in the system. Information Resources Management Service
is responsible for providing local telephone services and software
services through private vendors. It employs slightly more than
2,000 people.

—Impose a 5-Year/7-Year Moratorium on Construction and Acqui-
sition of New Federal Buildings. At present, the GSA has 31 new
construction projects proposed in this year’'s budget, in direct con-
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tradiction to the recommendation of the National Performance
Review that GSA temporarily suspend the acquisition of all net
new office space and courthouses. This proposal places a hold on
General Services Administration’s acquisitions and proposes that
all government agencies begin aggressive negotiations to reduce
costs in existing and new leases. This provision allows an exemp-
tion in the cases of Federal buildings destroyed by unforeseen
disasters or acts of God.

End the Government Monopoly on Fleet Management by Opening
Management of the Government’'s Fleet to Competitive Private-Sec-
tor Bidding. This proposal would open to competitive bidding by
private-sector agencies the purchase and management of govern-
ment vehicles to private companies by ending the GSA monopoly.
In addition, to ensure over time that the most competitive contracts
were being awarded, all costs associated with agencies’ fleet man-
agement would have to be fully documented.

Restructure the Department of the Interior’'s Territorial and Inter-
national Affairs. The Department of the Interior is responsible for
promoting the economic and political development of insular areas
under the jurisdiction of the United States. The Secretary origi-
nates and implements Federal policy for the territories; coordinates
certain operating and construction projects; and provides informa-
tion services and technical assistance. This proposal would elimi-
nate the Office of Territorial and International Affairs and all terri-
torial assistance and funding, except funding for the brown tree
snake. It would terminate covenant grants to the Northern Mari-
ana lIslands, but fund American Samoa at $34 million. Following
the recommendations of President Clinton, it would eliminate fund-
ing for the Trust Territory of the Pacific Islands and fund the Com-
pact of Free Association at a reduced level.

Eliminate the Joint Committees on Printing and Library.—With
reduced responsibilities for Government Printing Office [GPO], we
can eliminate the Joint Committee on Printing and the Joint Com-
mittee on the Library of Congress. Oversight of a smaller GPO
would be performed by the Senate Committee on Rules and Admin-
istration and the House Committee on Oversight.

Payment in Lieu of Taxes. This item funds the PILT change re-
ferred to in Function 300.

End the Government's Monopoly on Printing. This provision re-
quires that, by 9 months after enactment, all government work—
approximately 20 percent is currently not sent out to private con-
tractors—be offered for competitive bidding. GPO’s labor costs are
50 percent greater than comparable private printers’ costs; GPO'’s
paper waste averages 40 percent more than the most lax industry
standard. Although significant employee reductions will become
possible through this procedure—reductions that should be identi-
fied by the appropriate committees of jurisdiction—this proposal
assumes only those savings that would result from contracting out
to the private sector. It is expected that employing the competitive
market for government printing would save about 30 percent of
printing costs annually.
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Eliminate the Advisory Commission on Intergovernmental Rela-
tions. This Commission was created in 1959 to examine Federal,
state, and local trends, events, and programs that may affect inter-
governmental relations. Based on these trends, the Advisory Com-
mission prepares and issues reports. Given the need to reduce Fed-
eral spending, this Commission is no longer a critical priority.
Local, state, and Federal bureaucrats do not need a multimillion
dollar commission to help them talk to one another.

Eliminate Office of Technology Assessment. The Congressional
Office of Technology Assessment [OTA] was created in the 1970’s
to provide Congress scientific and technical assistance, particularly
where the Federal Government may be called upon to support tech-
nological applications. The proposal would eliminate OTA as a sep-
arate organization, consistent with the need to consolidate staff
and avoid duplication. Its functions would be absorbed by other
groups advising Congress and its staff, including the Congressional
Research Service and the General Accounting Office.

Lock In Savings From One-Third Reduction in House Committee
Staffs. As pledged by the Republican House Members and can-
didates on September 27, 1994, prior to the 1994 election, Members
of the Republican majority in the 104th Congress have reduced
House committee staffs by one-third. This proposal locks in the
savings.

Reduce Funding for the Executive Office of the President by 15
Percent. When he took office, Bill Clinton promised major reduc-
tions in executive branch staff, especially in the White House. This
proposal would carry out the President’s pledge.

Reduce General Accounting Office Funding by 15 Percent. The
General Accounting Office is undergoing a 25-percent staff reduc-
tion that started in 1992. This reduction would absorb savings that
should result from these reductions.

Reform the Office of Personnel Management [OPM]: Transfer Cer-
tain OPM Responsibilities to Other Agencies. Under this proposal,
OPM'’s Retirement and Insurance Service would move to the Social
Security Administration; the Human Resources Systems Service
would move to the Office of Management and Budget.

MANDATORY SPENDING

Open ANWR for Exploration. This proposal assumes that a small
portion of the Arctic National Wildlife Refuge [ANWR] in Alaska
will be leased for oil and gas exploration, development, and produc-
tion. ANWR is the most prospective oil and gas province in North
America, and is adjacent to the hugely successful Prudhoe Bay
field, currently supplying 20 percent of domestic oil. Leasing is
overwhelmingly supported by residents of the State of Alaska and
the Native people who live in the area proposed for leasing. Leas-
ing could provide enormous revenues to the Treasury, jobs to the
U.S. economy, and a valuable domestic energy resource to offset
the current transfer of U.S. wealth to other nations. This portion
of the proposal reflects a payment to Alaska that will come from
lease payments rather than taxpayers. Alaska will receive half the
receipts collected from leasing.
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Reduction in Costs for the Indian Gaming Commission. This pro-
posal, which is part of the Native American Block Grant described
in Function 450, assumes that the operating costs of the National
Indian Gaming Commission are financed through annual assess-
ments of gaming operations regulated by the Commission.
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FUNCTION 900: NET INTEREST

This function is composed principally of interest on the public
debt and other interest paid by the Federal Government, such as
interest on income tax refunds. Offsetting interest receipts, such as
interest received by trust funds and interest paid by the Federal
Financing Bank on borrowings from the Treasury, are deducted
from the function.

SUMMARY OF PoLicy ASSUMPTIONS
FUNCTION 900

1995 1996 1997 1998 1999 2000 2001 2002
900 NET INTEREST
BUDGET AUTHORITY ............ 270.0 256.3 259.6 258.7 259.2 258.5 252.8 248.6
OUTLAYS oo 270.0 256.3 259.6 258.7 259.2 258.5 252.8 248.6

DiscussioN oF PoLicy ASSUMPTIONS

The Budget Committee anticipates a reduction in net interest
payments of about $150 billion over 7 years, compared with current
projections. These interest reductions are expected to result from
the deficit reduction called for in this budget.
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FUNCTION 920: ALLOWANCES

This function traditionally includes funding contingencies, initia-
tives, and other proposals where either the savings or costs cannot
be distributed by function.

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]

FUNCTION 920: ALLOWANCES

House Budget Committee policy as- 1995
sumptions level 1996 1997 1998 1999 2000 2001 2002

FUNCTION TOTALS

House Budget Committee bal-
anced budget path:
Budget Authority .
Outlays ...
Savings Related to Using the
VISA IMPAC Credit Card for
Government Printing Orders of
less than $1,000:

0 —2324 —2384 —2449 —2523 —2564 —2599 —2635
0 —1948 —2312 —2543 2712 —2823 —2868 —2912

Budget Authority 58 0 —53 —54 —56 —58 —58 —58
Outlays 54 0 —48 —54 —56 —58 —58 —58
Reduce Federal Agency Over-

head:

Budget Authority 79525 —1258 —1258 —1258 —1258 —1258 —1258 —1258

Outlays .. 75542 -—1195 -1195 -1195 -—1195 -—1195 -—1195 —1195
Reduce the Number of Political
Appointees:
Budget Authority 254 -32 -6 -37 =77 —-80 —80 —80
Outlays 253 =31 -7 —36 —76 -79 —80 —80
Repeal the Davis-Bacon Act:
Budget Authority . n/a —432 —445 —458 —470 —486 —501 —517

Outlays ... n/a —150 —440 —616 —723 —809 —833 —857
Repeal Service
Budget Authority n/a —600 —620 —640 —660 —680 —700 —720
Outlays n/a —570 —620 —640 —660 —680 —700 —720
Terminate 63 Unneeded Boards
and Commissions:
Budget Authority
Outlays

2 -2 =2 =2 -2 -2 -2 =2
2 -2 -2 =2 -2 -2 -2 -2

DiscussioN oF PoLicY ASSUMPTIONS
DISCRETIONARY SPENDING

Savings Related to Using the VISA IMPAC Credit Card for Gov-
ernment Printing Orders of Less Than $1,000. This proposal calls
for savings government-wide by contracting out printing services
and requiring that all Federal agencies use a credit card to pur-
chase small printing jobs of less than $1,000.

Reduce Federal Agency Overhead. This proposal calls for effi-
ciency savings in indirect overhead expenses, such as spending on
travel, shipping, printing and reproduction. These savings will re-
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sult from improved agency performance, not from any changes to
the programmatic activities of the agencies. This proposal was ar-
rived at by careful review of each agency’s overhead spending in in-
direct categories. Reductions have not been assumed in those indi-
rect costs which are closely related to the agency’s central function.
In addition, reductions would occur in Federal agencies not already
targeted for specific administrative reductions indicated elsewhere
in this report. This proposal assumes approximately a 2-percent
annual reduction in overhead costs, a figure consistent with those
of private-sector companies, which typically pursue administrative
efficiency savings of approximately 3 percent a year.

Reduce the Number of Political Appointees. This proposal would
cap the number of political appointees at 2,300. The term “political
appointee” refers to employees of the Federal Government who are
appointed by the president and certain policy advisers. Some politi-
cal appointees must have Senate confirmation. This proposal would
not only eliminate about 500 positions, but it would also save time
in the Senate used for confirmation.

Repeal the Davis-Bacon Act. The Davis-Bacon Act requires that
an inflated “prevailing wage” be paid on all Federally funded or
Federally assisted construction projects. This government regula-
tion represents a hidden tax on construction jobs, inflates the costs
of Federal construction, and destroys opportunities for employment
for minorities, small firms, and less skilled workers.

Repeal the Service Contracts Act. The McNamara-O'Hara Service
Contract Act of 1965 is a tax on jobs similar to Davis-Bacon except
that it applies to service, rather than construction, contracts. The
Act requires covered contractors and their successors to provide in-
flated wages and benefits at least equal to the locality's prevailing
standards or those in a collective bargaining agreement of the pre-
vious contractor.

Terminate 63 Unneeded Boards and Commissions. This proposal
terminates certain boards and commissions that have outlived their
purpose and are now only embarrassing examples of government
programs that never end.

Federal Employee Compensation. This budget makes no assump-
tions about Federal employee pay. If the Appropriations Committee
can identify additional savings, the Budget Committee would have
no objection to pay raises being given to Federal employees.

REPORT LANGUAGE

Fannie Mae and Freddie Mac. The Budget Committee requests
that the House Committee on Banking conduct a review to explore
the possibility of privatizing Fannie Mae and Freddie. The Federal
National Mortgage Association and the Federal Home Loan Mort-
gage Corporation [Fannie Mae and Freddie Mac] are chartered and
established by the Federal Government. In addition, they benefit
from exemptions from State and local taxes, certain Federal regula-
tions and they have access to the U.S. Treasury under certain cir-
cumstances. The result is a greater ability on the part of Fannie
Mae and Freddie Mac to borrow money at more favorable rates.
The U.S. government essentially provides equity capital by bolster-
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ing their credit ratings. This Federal affiliation benefits Fannie
Mae and Freddie Mac, according to CBO, by 30 cents on every $100
dollars of long-term debt they have. Presently, they do not com-
pensate the Federal Government for this benefit even though they
are fully private corporations, wholly owned by private stockhold-
ers.
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FUNCTION 950: UNDISTRIBUTED OFFSETTING RECEIPTS

Undistributed offsetting receipts involve financial transactions
that are deducted from budget authority and outlays of the Govern-
ment as a whole. The four major items in this function are the fol-
lowing: the employer’'s share of employee retirement programs,
composed of the Federal Government’s contribution to its employee
retirement plans; receipts from the sale of leases on Outer con-
tinental shelf [OCS] lands, from annual rental fees, and from royal-
ties on oil and gas production from leased Federal lands; receipts
from the sale of major physical or loan assets; and charges for the
use of assets owned or controlled by the Federal Government.

SUMMARY OF PoLicy ASSUMPTIONS

[The items below are presented for illustrative purposes only. The Appro-
priations Committee and the authorizing committees with jurisdiction over
the programs mentioned in this function will make final determinations
about the program changes needed to meet the spending levels indicated.
The proposals below are intended simply to indicate the Budget Commit-
tee’s suggestions of one path toward reaching a balanced budget by fiscal
year 2002.]
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DiscussioN oF PoLicY ASSUMPTIONS
MANDATORY SPENDING

Increase Civilian Federal Employee Contributions to Retirement
Trust Fund by 2.5 Percent. The budget resolution assumes the
same provision that passed the House in H.R. 1215 earlier this
year.

Extend the Authority to Auction Spectrum. The Omnibus Budget
Reconciliation Act of 1993 granted the Federal Communications
Commission [FCC] limited authority to auction new licenses to use
the radio spectrum. After four auctions, Federal receipts in excess
of $9 billion have been raised and receipts in excess of $13 billion—
including those already in hand—are anticipated through 1998.
Equally important, the problems and impossibilities raised by
many opponents of assigning licenses by auction have failed to ma-
terialize. The authority, however, was limited to a 5-year period
ending on September 30, 1998 and did not extend to many classes
of new licenses. The law excluded licenses issued to profit-making
businesses that did not charge a subscription fee for telecommuni-
cations services. Most prominent among those excluded were li-
censes allowing the permit holder to offer broadcast television and
radio supported by advertising. Also exempted were licenses per-
mitting the holders to use spectrum for such private networks as
intracorporate wireless communications systems. Exemptions also
included permits for intermediary links in the delivery of commu-
nications service, such as frequencies used for microwave relays by
long-distance telephone companies. Finally, the law did not explic-
itly permit the FCC to auction other valuable rights that it allo-
cates, such as telephone dial codes and commercially attractive call
letters for radio and television stations.

Privatize the United States Enrichment Corporation [USEC]. The
USEC is a government corporation that was created in 1992. It
produces and markets uranium enrichment services to utilities in
the United States and foreign nations. Prior to 1992, these activi-
ties were conducted by the Department of Energy. To better com-
pete in the competitive global uranium enrichment market, Con-
gress created USEC with the goal that it be privatized. President
Clinton also included this proposal in his budget. This proposal was
also included in H.R. 1215, the Tax Fairness and Deficit Reduction
Act. [Note: Another part of this provision appears in Function 270.
This portion represents proceeds from the asset sale.]

Sell the Alaska Power Administration. These figures represent
proceeds from the asset sale in this provision. Other fiscal effects
appear in Function 270.

Sell the Naval Petroleum Reserves. These figures represent pro-
ceeds from the asset sale in this provision. Other fiscal effects ap-
pear in Function 270.

Convert Government Agencies that Generate Electric Power at
Federal Dams into Private Corporations. These figures represent
receipts from the asset sale in this provision. Other fiscal effects
appear in Function 270.
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THE CONGRESSIONAL BUDGET PROCESS

The spending and revenue levels set forth in the budget resolu-
tion are executed through two parallel but separate mechanisms:
allocations to the appropriations and authorization committees and
reconciliation directives to the authorizing committees. The budget
resolution includes instructions directing the authorizing commit-
tees to report legislation complying with the entitlement, revenue,
and deficit reduction targets. The report allocates to the Appropria-
tions Committee a lump sum of discretionary spending authority.

ALLOCATIONS

As required under Section 602 of the Congressional Budget Act,
the spending levels set forth in the resolution are implemented
through an allocation of a single lump sum to the Committee on
Appropriations and separate allocations to each of the authorizing
committees.

The allocations establish the spending and revenue parameters
for considering legislation with budgetary ramifications. These allo-
cations will be operative for purposes of ensuring that legislation
considered on the House floor is within the budgetary levels as-
sumed in the budget resolution. That is, the as an aid in determin-
ing allocations will be used to determine whether legislation con-
forms to the requirements set forth in Sections 302, 303, 311 and
401 of the Congressional Budget Act.

Current Law versus Discretionary Action. A single lump sum is
allocated the Appropriations Committee. Section 602 of the Budget
Act requires that this amount be divided into two categories:
amounts provided under current law and amounts subject to dis-
cretionary action. Amounts under current law encompass programs
that provide direct spending—entitlement and other programs
which have permanent new budget authority of offsetting receipts.
Amounts subject to discretionary action refers to all legislative
changes that would affect current law. For discretionary program
discretionary action refers to the total amount of new budget au-
thority and outlay subject to the approval appropriations process.

The authorizing committees’ allocations are for two kinds of in
direct budget authority: new entitlement authority and new budget
authority. New budget authority is generally defined as authority
provided by law to enter into financial obligations that will result
in immediate or future outlays involving Federal Government
funds.

Types of Spending Authority. New entitlement authority is de-
fined as the authority to make payments, the budget authority for
which is not provided by appropriations Acts, to any person or gov-
ernment if, under the provisions of the law containing such author-
ity the United States is obligated to make such payments to per-
sons or governments who meet the requirements established by
such law.

602(b) Allocations. Upon receiving their 602(a) allocations, the
appropriations committees are required to divide their respective
602(a) allocation among the 13 subcommittees. The subcommittees
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divide their respective 602(b)’'s when they mark up individual ap-
propriation bills.

RECONCILIATION

As provided in Section 310 of the Budget Act, the budget resolu-
tion includes reconciliation instructions to 12 authorizing commit-
tees to report changes in law necessary to achieve the direct spend-
ing and revenue levels in the budget resolution. Each of these com-
mittees is directed to achieve aggregate direct spending, and reve-
nue levels or deficit reduction amount. It is these directives that
trigger the appropriations legislation necessary to comply with the
direct spending and revenue assumptions in the budget resolution.

Reporting Deadlines. The budget resolution directs these 12 au-
thorizing committees to report out the necessary legislation by July
14, 1995. In addition, the Committees on Ways and Means and
Commerce are requested to report out a second set of recommenda-
tions by September 14, 1995, related to restoring the solvency of
the Medicare trust funds.

Directives. The budget resolution actually includes three kinds of
directives. Each of the authorizing committees are instructed to
achieve a specified direct spending level. The Committee on Ways
and Means is reconciled to achieve a revenue floor. Four commit-
tees were also directed to achieve deficit reduction levels. The defi-
cit reduction levels can be met through any combination of reve-
nues and direct spending changes.

Direct spending is defined in the Balanced Budget and Emer-
gency Deficit Control Act as the combination of budget authority
provided by law other than appropriations Acts, entitlement au-
thority, and the Food Stamp program. The most significant dif-
ference between direct spending and new entitlement authority,
the term used in previous years, is that direct spending encom-
passes the Food Stamp program. As a consequence, spending the
Food Stamp program will now be reconciled as part of the Commit-
tee on Agriculture’s direct spending level rather than a separate di-
rective for program changes.

The Committees on Banking, Housing, and Urban Affairs, Inter-
national Affairs, and Government Reform and Oversight also is di-
rected to achieve a specified level of deficit reduction. These targets
may be met through any combination of changes in laws that affect
direct spending or revenues. Any savings necessary to comply with
these instructions are in addition to the savings they must achieve
to meet their respective direct spending targets.

In addition to its reconciliation instructions for direct spending,
the Committee on Economic and Educational Opportunities is di-
rected to achieve a specified amount of savings through changes in
authorizing laws for discretionary programs. These authorization
changes need not actually reduce spending, but are necessary to
achieve a certain amount of savings in discretionary spending that
is reflected in the allocation to the Appropriations Committee. Al-
though the Committee is expected to make these changes in au-
thorizing law, the savings will not count toward meeting their di-
rect spending target.
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Assumptions. The committee targets assume the aggregate
spending authority for programs that are under their primary ju-
risdiction as well as any savings from programs over which they
exercise secondary jurisdiction. The exception is for Medicare—Part
A and B are allocated to the Committees on Ways and Means and
Commerce even though Commerce has no jurisdiction over Part A.
This is done to provide the committees with maximum flexibility to
design a program that will assure the solvency of the Medicare
Trust Fund while protecting and preserving the benefits of the
Medicare system. Committees that report changes in laws in which
they have secondary jurisdiction will still get full credit for those
changes.

In the case of reconciliation instructions for direct spending tar-
gets, the reconciliation instructions direct the authorizing commit-
tees to report changes in law such that the spending limits are not
exceeded. Previous budget resolutions have directed the authoriz-
ing committees to make cuts from an inflated projection of future
spending. To determine the magnitude of required changes, com-
mittees should compare the amounts programs would spend under
current law with the amounts set forth in the budget resolution.

Term. The reconciliation targets are for fiscal year 1996, the 5-
year total (1996-2000) and the 7-year total (1996—2002). As long as
the committees meet each of these targets, they may determine
how much is saved in years 1997, 1998, 1999 and 2000 and 2001
and 2002. These instructions are not inconsistent with those in-
cluded in previous budget resolutions which reconciled for each
year, but required compliance only for the first year and the 5 year
total.

Flexibility. The authorizing committees are free to substitute
their own policies as long as they meet their reconciliation target.
If the authorization committees fail to report legislation achieving
their reconciliation directives, then the Budget Act provides the
Rules Committee, in concert with the Budget Committee, authority
to make in order a substitute that would achieve the necessary sav-
ings.

The Committee on Ways and Means has additional flexibility in
choosing between changes in tax and entitlement law. Under Sec-
tion 310 of the Budget Act, provides that as long the net savings
from changes in tax and entitlement law are met, the Committee
may substitute up to 20 percent of the assumed changes in taxes
with changes in entitlement spending.

ENFORCING THE BUDGET RESOLUTION

The budget resolution for fiscal year 1996 will be enforced
through points of order that may be raised under the Congressional
Budget Act of 1974. The Budget Act generally limits legislation to
the aggregate and committee levels in the budget resolution. The
budget resolution is not self-enforcing—a Member must raise a
point of order at the appropriate point during the consideration of
a bill or measure. The requirements under the Congressional Budg-
et Act may be summarized as follows:
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POINTS OF ORDER

Section 302.—Prohibits consideration of legislation that exceeds
a committees allocation of new budget authority or new entitlement
authority.

Section 303.—Prohibits consideration of legislation with a budg-
etary impact before the House has passed a budget resolution.

Section 311.—Prohibits consideration of legislation that exceeds
the ceiling on budget authority and outlays or is less than the floor
on revenues.

Section 401.—Prohibits consideration of legislation creating new
entitlement authority in the year preceding the budget year.

ENFORCING A BALANCED BUDGET

The challenge of balancing does not end with passing a concur-
rent budget resolution that is in balance. After agreeing to a con-
ference report on the budget resolution, the House will be con-
fronted with the task of enforcing its spending and budget prior-
ities against legislation that would breach the budget. The Budget
Committee is committed to enforcing that budget to ensure that
the spending and revenue levels set forth in the budget resolution
are met.

To this end, Committee rules were revised to reinstate the au-
thority of the Chairman to poll committee members on rec-
ommendations to the Rules Committee to enforce the budget reso-
lution by not waiving the Congressional Budget Act. In the first 5
months of the 104th Congress, the Chairman successfully pressed
for bill changes that saved more than $3 billion over 5 years.

STATUTORY CONTROLS OVER THE BUDGET

Since 1985, the ultimate enforcement over the budget is not pro-
cedural enforcement of the budget resolution, but the statutory con-
trols designed to balance the budget or control spending. The latest
generation of these controls, which were adopted as part of the
Budget Enforcement Act in 1990, include caps on appropriations
and a PAY-AS-YOU-GO requirement on tax and entitlement legis-
lation. Both the caps and PAYGO are enforced through sequestra-
tion—automatic spending reductions.

The Committee intends to report legislation modifying these stat-
utory provisions to enforce the spending and revenue levels set
forth in the revised budget resolution. The discretionary spending
limits will be reduced and extended through fiscal year 2002. Simi-
larly , PAYGO requirements will be modified and extended through
fiscal year 2002.

DISCRETIONARY SPENDING LIMITS

To fully enforce the reduction in discretionary spending levels as-
sumed in the revised budget resolution and the allocations, the
Committee will exercise its newly acquired legislative jurisdiction
to report legislation reducing the discretionary spending limits
below their current levels and extending these limits through fiscal
year 2002.



138

The budget resolution assumes a reduction in the discretionary
spending limits by $30,451,000,000 in fiscal year 1996 and
$115,475,000,000 in budget authority and $80,925,000,000 in out-
lays over 3 years. The resolution further assumes that the caps,
which are currently scheduled to expire at the end of fiscal year
1998, will be extended at least through fiscal year 2002.

These limits were initially imposed as part of the Budget En-
forcement Act of 1990, which established statutory limits on de-
fense, international affairs, and domestic discretionary spending
through fiscal year 1993 and then a single cap on all discretionary
spending through 1995. The Omnibus Budget Resolution of 1993
extended these limits through fiscal year 1998.

PAY-AS-YOU-GO

The Budget Committee will also report legislation extending the
PAYGO requirement that legislation increasing the deficit through
increases in direct spending or reductions in revenue must be offset
during the course of any session. PAYGO is enforceable on a ses-
sion-by-session, not bill-by-bill basis. Like the discretionary spend-
ing limits, PAYGO is enforced by sequestration. Any increase in
the deficit for the fiscal year is offset with across-the-board cuts,
subject to certain limitations, of all non-exempt entitlement pro-
grams.

PAYGO will also be extended through fiscal year 2002, the first
year in which the budget is projected to be in balance. This require-
ment was initially set to expire in fiscal year 1995, but was ex-
tended through fiscal year 2000 in the Omnibus Budget Reconcili-
ation Act of 1993. Consequently, any bill increasing entitlement
spending or reducing revenues will have to be offset on a year by
year basis.

The Committee will consider legislation relaxing the barrier be-
tween entitlement and taxes on one hand and discretionary appro-
priations on the other. The Committee will consider legislation that
scores any reduction in the discretionary spending limits on the
PAYGO scorecard. Under existing law, PAYGO does not allow the
revenue “loss” from tax cuts to be offset by reductions in the discre-
tionary caps. The committee reported similar legislation when it
adopted H.R. 1219, the Discretionary Spending Reduction and Con-
trol Act of 1995 (later incorporated into H.R. 1215, the Tax Fair-
ness and Deficit Reduction Act).

The purpose of these changes is to preserve the modest discipline
inherent in PAYGO while providing the flexibility necessary for the
present Congress to set its priorities, as it embarks upon a glide-
path to a balanced budget.

ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC. 602(a) OF THE
CONGRESSIONAL BUDGET ACT—FISCAL YEAR: 1996

[In millions of dollars]

Entitlement
authority

Budget au-

thority Outlays

APPROPRIATIONS COMMITTEE
Current level (enacted law):
050 National defense ..... SO . 214 214 0
150  International affairs ... 169 169 0
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC. 602(a) OF THE

CONGRESSIONAL BUDGET ACT—FISCAL YEAR: 1996—Continued

[In millions of dollars]

A o Eienen
300 Natural resources and enviroNMENt ..........cccoeeveveveeveerreeersseressenens 2,094 1,947 0
350 Agriculture ............ 11,967 1,530 0
370 Commerce and housing credlt 38 138 0
400 Transportation ....... . 584 581 0
500 Education, training, employment and somal SEIVICES ..ovvevervreraeae. 10,568 10,799 0
550 Health . . 103,457 103,461 0
570 Medicare 54,785 54,785 0
600 Income security .. 53,673 54,192 0
650 Social Security ...... 23 23 0
700 Veterans benefits and services 19,344 17,783 0
750 Administration of Justice ........ 411 409 0
800 General government 7,902 7,890 0
900 Net interest .......... 15 15 0
Subtotal . 265,246 253,937 0
Discretionary appropriations action (assumed legislation):
050 National defense ... . . 268,000 266,000 0
150 International affairs . . . 18,293 20,718 0
250 General science, space, and technology .......................................... 16,662 16,813 0
270 Energy . . 5,181 6,177 0
300 Natural resources and enV|ronment .................................................. 18,867 20,043 0
350 Agriculture .......... 3,568 3,786 0
370 Commerce and housing credlt 1,980 2,480 0
400 Transportation ....... 13,486 38,374 0
450 Community and regional development 6,653 10,125 0
500 Education, tralnlng, employment and social services ... 35,129 40,080 0
550 Health . 21,050 21,504 0
570 Medicare 2,992 2,992 0
600 Income security .. 35,423 39,526 0
650 Social Security .. 0 2,574 0
700 Veterans beneflts and services 18,063 18,954 0
750 Administration of Justice ......... 13,506 15,392 0
800 General government 10,751 11,441 0
920 Allowances ............. —2,324 —1,948 0
Subtotal . 487,326 535,082 0
750 Violent Crime Reduction Trust FUND .........cccomevmreneemneereeiseineeins 3,887 2,120 0
Discretionary action by other committees (assumed entitlement legislation):
270 Energy . . 150 150 0
300 Natural resources and enwronment .......... -4 —4 0
350 Agriculture ............ —1,000 —1,000 0
370 Commerce and housing credlt =72 -72 0
400 Transportation ....... 4,292 0 0
450 Community and regional development —181 —181 0
500 Education, tralnmg, employment and social services ... -2111 —-1,221 0
550 Health . —2,938 —2,938 0
600 Income security .. 19,831 19,834 0
700 Veterans benefits and services —276 —263 0
800 General government —28 —28 0
Subtotal . 17,663 14,277 0
Committee total ......... 774,074 805,364 0
AGRICULTURE COMMITTEE
Current level (enacted law):
150 International affairs —474 —474 0
270 Energy 0 —645 0
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC. 602(a) OF THE
CONGRESSIONAL BUDGET ACT—FISCAL YEAR: 1996—Continued

[In millions of dollars]

Budget au- Entitlement
thority Outlays authority

300 Natural resources and enViroNMEN ............ccc.ereermeeerrmrerenrereniens 471 483 0

350 Agriculture .......... . . 9,041 7,636 8,896

400 Transportation ....... . 40 40 0

450 Community and regional development ...........cocoveernnernereineenenns 257 237 0

600 Income security .. . . 0 0 11

800 General government . . 251 250 0

900 Net interest ......... . . 0 0 15
Subtotal . . . . 9,585 7,527 8,922

Discretionary action (assumed Legislation):

600 Income security .. . . 0 0 1,169
Subtotal . . . . 0 0 1,169
Committee total ....... . . . 9,585 7,527 10,091

BANKING, FINANCE, AND FINANCIAL SERVICES COMMITTEE
Current level (enacted law):

150 International affairs . . —585 —1,930 0

370 Commerce and housing credit . . 364 —9,258 0

450 Community and regional development ...........ccovnernnernereneenenns 5 -79 0

600 Income security .. . . 50 100 0

800 General government . . 6 -27 0

900 Net interest .......... . . 3,118 3,118 0
Subtotal . . . . 2,959 —8,074 0

Discretionary action (assumed Legislation):

370 Commerce and housing credit . . —110 —110 0
Subtotal . . . . —110 —-110 0
Committee total ....... . . . 2,849 —8,184 0

COMMERCE COMMITTEE
Current level (enacted law):

300 National resources and environment 0 3 0

500 Education, training, employment, and social services ... 1 1 0

550 Health . . . 496 489 99,517

800 General government . . 8 8 0
Subtotal . . . . 506 501 99,517

Discretionary action (assumed Legislation):

400 Transportation ....... . —42 —42 0

550 Health . . . 0 0 —2,938

950 Undistributed offsetting receipts —500 —500 0
Subtotal . . . . —542 —542 —2,938
Committee total ....... . . . —36 —41 96,579

ECONOMIC AND EDUCATIONAL OPPORTUNITIES COMMITTEE
Current level (enacted law):
500 Education, training, employment, and social SErvices ................. 3,891 3,726 4,389
600 Income security .. . . 153 143 9,575

Subtotal . . . . 4,044 3,870 13,965
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC. 602(a) OF THE
CONGRESSIONAL BUDGET ACT—FISCAL YEAR: 1996—Continued

[In millions of dollars]

Budget au- Entitlement
th%rity Outlays authority
Discretionary action (assumed Legislation):

500 Education, training, employment, and social SErvices .................. —1,340 —915 —1,620

600 Income security .. . . 0 0 —-1,292
Subtotal . . . . —1,340 —-915 —2912
Committee total ....... . . . 2,704 2,955 11,053

GOVERNMENT REFORM AND OVERSIGHT COMMITTEE
Current level (enacted law):

550 Health . . . 0 —44 3818

600 Income security .. . . 39,209 38,140 —-381

750 Administration of justice ......... . 40 40 40

800 General government . 12,870 12,870 0

900 Net interest ......... . 93 93 0
Subtotal . . . . 52,212 51,099 3,477

Discretionary action (assumed Legislation):

950 Undistributed offsetting receipts -7 -7 0
Subtotal . . . . -7 -7 0
Committee total ....... . . . 107 107 0

HOUSE OVERSIGHT COMMITTEE
Current level (enacted law):

500 Education, training, employment, and social Services .............. 21 18 0

800 General government . 72 186 275
Subtotal . . . . 93 204 275
Committee total ....... . . . 93 204 275

INTERNATIONAL RELATIONS COMMITTEE
Current level (enacted law):

150 International affairs . 13,416 13,580 0

400 Transportation ....... . 7 10 0

600 Income security .. . . 506 506 0

800 General government . 5 5 0
Subtotal . . . . 13,933 14,100 0
Committee total ....... . . . 13,933 14,100 0

JUDICIARY COMMITTEE
Current level (enacted law):

370 Commerce and housing credit . . 197 197 0

600 Income security .. . . 62 18 9

750 Administration of justice ........ . 1,451 1,439 233

800 General government . . 517 517 0
Subtotal . . . . 2,227 2,170 242
Committee total ....... . . . 2,227 2,170 242

NATIONAL SECURITY COMMITTEE
Current level (enacted law):
050 National defense ... . 12,592 12,355 0
300 Natural resources and enVIFONMENL ........cccocccvinivvierisnnnsiissinssniinnns 3 2 0
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC. 602(a) OF THE
CONGRESSIONAL BUDGET ACT—FISCAL YEAR: 1996—Continued

[In millions of dollars]

Budget au- Entitlement
thority Outlays authority

400 Transportation ....... . 0 =5 0

500 Education, training, employment, and social services ... 4 3 0

600 Income security .. . . 28,534 28,427 0

700 Veterans benefits and services . 197 190 190
Subtotal . . . . 41,330 40,971 190
Committee total ....... . . . 41,330 40,971 190

RESOURCES COMMITTEE
Current level (enacted law):

270 Energy . . —-93 =377 0

300 Natural resources and enViroNMENt ............ccc.rverreeerrersrenrennniens 772 700 0

370 Commerce and housing credit . . 67 11 0

450 Community and regional development ...........ccveenernereneenenns 405 373 0

550 Health . . . 5 5 0

800 General government . . 863 865 165
Subtotal . . . . 2,018 1,577 165

Discretionary action (assumed Legislation):

950 Undistributed offsetting receipts =77 =77 0
Subtotal . . . . =77 =77 0
Committee total ....... . . . 1,941 1,500 165

TRANSPORTATION AND INFRASTRUCTURE COMMITTEE
Current level (enacted law):

270  Energy . . 943 820 0

300 Natural resources and enViroNMENt ..........ccccccoourveiemieiensieisniiinninns 417 361 0

400 Transportation ....... 22,227 12 581

450 Community and regional development 5 105 0

600 Income security .. . . 14,795 14,774 0

800 General government . . 16 16 0
Subtotal . . . . 38,403 16,088 581

Discretionary action (assumed Legislation):

950 Undistributed offsetting receipts —2000 —2000 0
Subtotal . . . . —2,000 —2,000 0
Committee total ....... . . . 36,403 14,088 581

SCIENCE COMMITTEE
Current level (enacted law):

250 General science, space, and technology ... 39 39 0

500 Education, training, employment, and social services ... 1 1 0
Subtotal . . . . 40 40 0
Committee total ....... . . . 40 40 0

SMALL BUSINESS COMMITTEE
Current level (enacted law):
370 Commerce and housing credit 3 —164 0

450 Community and regional development ...........ccvvnevnevnerininnenns 0 —286 0
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC. 602(a) OF THE

CONGRESSIONAL BUDGET ACT—FISCAL YEAR: 1996—Continued

[In millions of dollars]

Budget au- Entitlement
thority Outlays authority
Subtotal . 3 —450 0
Committee total ......... 3 —450 0
VETERANS' AFFAIRS COMMITTEE
Current level (enacted law):

700 Veterans benefits and services 1,519 1532 19,303

Subtotal . 1,519 1532 19,303
Discretionary action (assumed legislation):

700 Veterans benefits and services -1 —-11 —195
Subtotal . -11 -11 —195
Committee totals ..... 1,508 1,521 19,108

WAYS AND MEANS COMMITTEE
Current level (enacted law):

500 Education, tralnlng, employment, and social SEervices ................. 0 0 8,152

550 Health 0 —-28 0

570 Medicare 206,253 203,935 199,066

600 Income security .. 43,629 42,502 36,934

650 Social security ... . 7,371 7,371 0

750 Administration of justice ........ 405 370 0

800 General government . 540 534 0

900 Net interest .......... 371,695 371,695 371,695
Subtotal . 629,892 626,380 615,847

Discretionary action (assumed Legislation):

500 Education, training, employment and social Services ... —354 —152 —555

570 Medicare . —4,980 —4,980 0

600 Income security .. —18 —-18 —2,398
Subtotal . —5,352 —5,150 —2,953
Committee total ........ 624,540 621,230 612,894

UNASSIGNED TO COMMITTEES
Current level (enacted law):

050 National defense ... —13512 —13,512 0

150 International affairs —15,019 —15,019 0

270  Energy . . —1,824 —1,824 0

300 Natural resources and enwronment .................................................. —3,341 —3,344 0

350 Agriculture .......... —10,535 -135 0

370 Commerce and housing credlt —154 —154 0

400 Transportation ... —138 —138 0

450 Community and regional development —397 —397 0

500 Education, training, employment, and social services ... -75 -75 0

550 Health . . —127 —127 0

570 Medicare —79,975 —79,975 0

600 Income security .. —13,191 —13,191 0

650 Social security ...... —1514 —1514 0

700 Veterans benefits and services —1,249 —1,249 0

750 Administration of justice ........ —1,947 —1,947 0

800 General government —22,453 —22,453 0

900 Net interest .......... —79,094 —79,094 —64, 907

950 Undistributed offsetting receipts —31,290 —31,290
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC. 602(a) OF THE
CONGRESSIONAL BUDGET ACT—FISCAL YEAR: 1996—Continued

[In millions of dollars]

A ougs  Clenen
Subtotal ... . . . . — 275,836 — 265,440 — 64,907
Discretionary action (assumed Legislation):

800 General government . . . . 306 306 0

950 Undistributed offsetting receipts . . —543 —543 0
Subtotal ... . . . . —237 -237 0
Committee total ......... . . . . — 276,073 — 265,677 — 64,907
Total—current level . . . . 788,174 746,030 697,578
Total—discretionary action .......... . . . 499,153 542,379 —7,829

Grand total .. . . . . 1,287,327 1,288,409 689,749

ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SECTIONS 302(a)/602(a)
OF THE CONGRESSIONAL BUDGET ACT

[By fiscal year, in millions of dollars]

1996 1997 1998 1999 2000 1996-2000

Appropriations Committee:
Current level:

Budget authority 265,246 289,938 311,611 338,978 373,980 1,579,753

Outlays 253,937 281,099 303,836 331,886 369,129 1,539,887
Discretionary action:
Defense:
Budget authority ......... 268,000 270,000 278,000 282,000 288,000 1,386,000
OULIAYS vvvvevarevereees 266,000 266,000 266,000 272,000 280,000 1,350,000
International:
Budget authority ......... 18,293 16,761 14,721 13,615 15,529 75,919
Outlays .......coeeeveeereenne 20,718 19,188 17,126 15,434 13,705 86,171
Domestic:
Budget authority ......... 201,033 199,345 204,584 199,152 196,824 1,000,938
OUtlayS .eooeverrerireeens 248,363 237,474 230,895 227,509 225,969 1,170,210
Violent Crime Reduction
Trust Fund:
Budget authority ......... 3,887 3,932 4,123 4,906 4,906 21,754
Outlays .......cocevveevieenne 2,120 3,089 3,740 4,315 4,774 18,038
Subtotal:
Budget authority 491,213 490,038 501,428 499,673 505,259 2,484,611
Outlays 537,201 525,751 517,761 519,258 524,448 2,624,419
Discretionary action by other
committees:
Budget authority 15,476 5,936 — 146 —9,743 —19,347 —7,824
Outlays 16,149 6,136 —643 —-9725  —19,364 — 7,447
Committee total:
Budget authority ................. 771,934 785,912 812,894 828,907 856,892 4,056,539
OULIAYS oo 807,287 812,986 820,953 841,420 874,213 4,156,859
Agriculture Committee:
Current level (enacted law):
Budget authority .................. 9,585 9,448 9,331 9,125 8,877 46,366
Outlays .. 7,527 7121 7,092 6,747 6,504 34,991
Discretionary a :
Budget authorit) —1,000 —1,000 —2,000 —2,000 —3,000 9,000
Outlays —1,000 —1,000 —2,000 —2,000 —3,000 —9,000
Committee total:
Budget authority 8,585 8,448 7,331 7,125 5,877 37,366
Outlays —6,527 6,121 5,092 4,747 3,504 25,991
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SECTIONS 302(a)/602(a)
OF THE CONGRESSIONAL BUDGET ACT—Continued

[By fiscal year, in millions of dollars]

1996 1997 1998 1999 2000 1996-2000
New entitlement authority ........... 169 220 —736 —693 —1,647 —2,687
Banking and Financial Services Com-
mittee:
Current level (enacted law):
Budget authority ............cc.... 2,959 2,345 1,767 1,265 1,447 9,783
OULIAYS ..ooovveeerrireeinne —-8,074 —6,105 —7,441 —5,484 —4,782 —31,886
Discretionary action:
Budget authority .. —291 2,111 1,402 1,093 983 5,298
Outlays ..... —291 2,111 1,402 1,093 983 5,298
Committee total:
Budget authority .. 2,668 4,456 3,159 2,358 2,430 15,081
Outlays —8,365 —3,99% —6,039 —4,391 —3,799 —26,588
Commerce Committee:
Current level (enacted law):
Budget authority ................. 506 499 487 442 423 2,357
OUtIAYS ..oooveeeiiine 501 495 484 441 422 2,343
Discretionary action:
Budget authority .. —508 —1,860 —2,485 —3,920 —4,098 -12,871
Outlays ..... —508 —1,860 —2,485 —3,920 —4,098 —12,871
Committee total:
Budget authority .. —36 —1244 —1,858 —3,150 -3271 —9,559
Outlays —-41 —1,248 —1,861 —3,151 —3,272 —9,573
New entitlement authority ........... —2,938 —8,368 —16,341 — 24,892 —33,795 —86,334
Economic Opportunity Committee:
Current level (enacted law):
Budget authority .. 4,044 3,224 3,084 3,317 3,617 17,346
Outlays 3,870 3,067 2,726 2,898 3,133 15,694
Discretionary action:
Budget authority ................. —2,390 —2,565 —2,685 —2,805 —2,940 —13,385
OULIAYS .ooovvvererrirereeinne —-1,620 —2,490 —2,645 —-2,770 —2,900 —12,425
Committee total:
Budget authority .. 1,654 659 399 572 677 3,961
Outlays ..... 2,250 577 81 128 233 3,269
New entitlement authority ... —2,912 —4,626 —3,363 —3,327 —3,188 —17,416
Government Reform and Oversight
Committee:
Current level (enacted law):
Budget authority .. 52,212 54,388 56,472 58,527 60,676 282,275
Outlays 51,099 53,381 55,541 57,523 59,495 277,039
Discretionary action:
Budget authority .. —550 —463 -91 126 369 —609
Outlays —550 —463 -9 126 369 —609
Committee total:
Budget authority .. 51,662 53,925 56,381 58,653 61,045 281,666
[OLT1 ¢S — 50,549 52,918 55,450 57,649 59,864 276,430
New entitlement authority ... -7 —43 —113 —200 —299 —662
House Oversight Committee:
Current level (enacted law):
Budget authority .. 93 93 93 94 95 468
Outlays 204 28 26 54 242 554
International Relations Committee:
Current level (enacted law):
Budget authority .. 13,933 12,778 11,140 9,371 10,060 57,282
Outlays 14,100 13,440 12,359 10,920 10,376 61,195
Discretionary action:
Budget authority .. 0 -1 -2 -3 -3 -9
Outlays 0 -1 =2 -3 -3 -9
Committee total:
Budget authority .. 13,933 12,777 11,138 9,368 10,057 57,273
Outlays 14,100 13,439 12,357 10,917 10,373 61,186
New entitlement authority ... 0 -1 -2 -3 -3 -9
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SECTIONS 302(a)/602(a)
OF THE CONGRESSIONAL BUDGET ACT—Continued

[By fiscal year, in millions of dollars]

1996 1997 1998 1999 2000 1996-2000
Judiciary Committee:
Current level (enacted law):
Budget authority .. 2,227 2,320 2,330 2,425 2,529 11,831
Outlays 2,170 2,264 2,273 2,367 2,469 11,543
Discretionary action:
Budget authority 0 0 0 —-119 -119 —238
Outlays 0 0 0 —119 -119 —238
Committee total:
Budget authority .. 2,227 2,320 2,330 2,306 2,410 11,593
Outlays ..... 2,170 2,264 2,273 2,248 2,350 11,305
National Security Committee:
Current level (enacted law):
Budget authority ................. 41,330 43,031 44,997 47,715 49,782 226,855
OUtIAYS ...ooveeerrirerceinne 40,971 42,825 44,864 47,543 49,605 225,808
Discretionary action:
Budget authority .. —2,000 477 470 445 424 —184
Outlays —2,000 477 470 445 424 —184
Committee total:
Budget authority .. 39,330 43,508 45,467 48,160 50,206 226,671
outlays ......ccoouevvens 38,971 43,302 45,334 47,988 50,029 225,624
Public Lands and Resources Commit-
tee:
Current level (enacted law):
Budget authority .. 2,018 2,172 2,254 2,221 2,231 10,896
Outlays ..... 1,577 1,765 2,230 2,296 2,282 10,150
Discretionary action:
Budget authority .. -81 —849 —-3,872 637 188 3,977
Outlays -8l —849 —3,872 637 188 —3,977
Committee total:
Budget authority .. 1,937 1,323 —1,618 2,858 2,419 6,919
Outlays 1,496 916 —1,642 2,933 2,470 6,173
Science Committee:
Current level (enacted law):
Budget authority .. 40 41 41 41 41 204
Outlays 40 41 41 41 41 204
Small Business Committee:
Current level (enacted law):
Budget authority .. 3 3 2 2 2 12
Outlays —450 -170 —526 —452 —147 —1,745
Transportation and Infrastructure
Committee:
Current level (enacted law):
Budget authority ................. 38,403 42,369 16,419 16,640 16,708 130,539
OULIAYS vvvvevevrveeerenriniinenes 16,088 15,858 15,906 16,091 16,247 80,190
Discretionary action:
Budget authority .. —4,250 2,246 29,323 30,243 31,207 97,269
Outlays —42 —43 —45 —96 —98 —324
Committee total:
Budget authority .. 42,653 44,616 45,742 46,883 47,915 227,809
outlays .......cooeevvees 16,046 15,815 15,861 15,995 16,149 79,866
New entitlement authority 0 0 0 -3 -6 -9
Veterans’ Affairs Committee:
Current level (enacted law):
Budget authority .. 1,519 1,450 1,389 1,315 1,241 6,914
Outlays ..... 1,532 1,538 1,559 1,568 1,473 7,670
Discretionary action:
Budget authority .. —-90 —107 =211 —494 —531 —1,433
Outlays —-90 -107 =211 —494 —531 —1,433
Committee total:
Budget authority .. 1,429 1,343 1,178 821 710 5,481
Outlays 1,442 1431 1,348 1,074 942 6,237
New entitlement authority ... —195 —265 —323 —729 —885 —2,397
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SECTIONS 302(a)/602(a)

OF THE CONGRESSIONAL BUDGET ACT—Continued

[By fiscal year, in millions of dollars]

1996 1997 1998 1999 2000 1996-2000
Ways and Means Committee:

Current level (enacted law):

Budget authority .. 629,836 665,374 700,416 742,659 783,904 3,522,189

Outlays 626,324 662,403 697,467 738,809 781,126 3,506,129
Discretionary action:

Budget authority .. —6,707 —15844 —25213 —37,218 —51,646 —136,628

Outlays —-6617 —15883 —25229 —37,240 —51,653 —136,622
Committee total:

Budget authority .. 623,129 649,530 675,203 705,441 732,258 3,385,561

outlays ......ccooeuuuens 619,707 646,520 672,238 701,569 729,473 3,369,507
New entitlement authority ... —9453  —19522 —29464 —42,302 —57,516 — 158,257

Unassigned to Committee:

Current level (enacted law):

Budget authority .. —275376 —285694 —301952 —321,311 —347558 —1531,891

Outlays —264,966 —276,932 —294,048 —314,942 —341462 —1,492,350
Discretionary action:

Budget authority .. —-237 103 846 1,431 2,054 4,197

Outlays —237 103 846 1,431 2,054 4,197
Committee total:

Budget authority .. —276,073 —286,062 —302,251 —321,380 —347,227 —1532,993

Outlays —265677 —277,662 —294250 —314680 —341227 —1,493496
Total current level:

Budget authority .. 788,578 843,780 859,882 912,885 968,055 4,373,180

Outlays 746,449 802,122 844,391 898,307 956,154 4,247,423
Total discretionary action:

Budget authority .. 497,321 478,119 495,918 475,915 453,745 2,401,018

Outlays 540,552 511,779 482,410 465,193 444,646 2,444,580
Grand total:

Budget authority .. 1285900 1,321,900 1,355,800 1,388,800 1,421,800 6,774,200

Outlays .. 1,287,000 1,313,900 1,326,800 1,363500 1,400,800 6,692,000
Total new entitlement authority .. ~ —15336  —32,605 —50,342 —72,136 —97,309 —267,728

RECONCILIATION BY HOUSE COMMITTEE

(In millions of dollars)
Recommendations Due July 14, 1995

Committee 1995 Base 1996 1996 to 2000 1996 to 2002

Agriculture: DireCt SPending ........c.couceieererenmrreriesenensseeseninns 37,413 35,824 171,886 263,102
Banking and Financial Services:

Direct Spending ... —17,750 —12,897 — 43,065 —57,184

Deficit Reduction . 0 —100 —260
Commerce: Direct Spending 268,120 293,665 1,726,600 2,625,094
Economic & Educational Opportunities:

Direct spending ... 17,510 13,727 61,570 95,520

Authorization ...... —-720 —5,908 —9,018
Government Reform and Oversight:

Direct Spending ... 56,686 57,725 313,647 455,328

Deficit Reduction . 988 9,618 14,740
International Relations:

Direct Spending ... 14,463 14,239 62,066 83,207

Deficit Reduction . . . -19 —-95 —-123
Judiciary: Direct Spending . e 2,985 2,580 14,043 20,029
National Security: Direct Spending 39,479 38,769 224,682 328,334
Resources: Direct Spending ......... 1,816 1,558 6,532 12,512
Transportation and Infrastructure: Direct Spending 16,794 16,636 83,227 117,079
Veterans’ Affairs: Direct Spending ... 20,363 19,041 105,965 154,054
Ways and Means:

Direct Spending ... 315,424 356,336 2,152,905 3,297,987

Revenues ........... 972,288 1,027,612 5,371,087 7,836,405
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RECONCILIATION BY HOUSE COMMITTEE—Continued

(In millions of dollars)
Recommendations Due July 14, 1995

Committee 1995 Base 1996 1996 to 2000 1996 to 2002

Offset to Multiple Jurisdictions:
Direct Spending ... 2,190 3,681 1,505
Deficit Reduction . 19 95 123

Total:
Direct spending ... 773,303 839,393 4,883,739 7,396,567
Deficit Reduction . 988 9,518 14,480
Revenues ............ 1,027,612 5,371,087 7,836,405
Authorization ...... —720 —5,908 —9,018
RECONCILIATION BY HOUSE COMMITTEE
(In millions of dollars)
Recommendations Due September 14

Committee 1995 Base 1996 1996 to 2000 1996 to 2002
Commerce: Direct Spending 268,120 287,165 1,592,200 2,338,694
Ways and Means: Direct Spending 315,424 349,836 2,018,505 3,009,587
Offset to Multiple Jurisdictions: Direct SPending ......ccvs wovvrveneerirnnnns 6,500 134,400 286,400
Total: Direct SPENAING ......covevuevvermrrererrirrerieerierieeens 583,544 643,501 3,745,105 5,634,681

1995 CURRENT LAW PROJECTIONS (AS PROVIDED BY THE CONGRESSIONAL BUDGET OFFICE)

(In millions of dollars)

Committee 1995 1996 1996 to 2000 1996 to 2002

Agriculture: Direct Spending 37,413 38,608 204,289 295,505
Banking and Financial Services: Direct Spending —17,750 —12,608 —48,363 —62,721
Commerce: Direct Spending ..... 268,120 299,188 1,828,648 2,830,804
Economic and Educational Opportunities: Direct Spending 17,510 16,752 86,847 127,032
Government Reform and Oversight: Direct Spending .. 56,686 58,282 315,053 457,472
International Relations: Direct Spending 14,463 14,246 62,085 83,224
Judiciary: Direct Spending 2,985 2,580 13,972 20,006
National Security: Direct Spending 39,479 40,769 224,866 327,751
Resources: Direct Spending ......... 1,816 1,633 10,479 15,171
Transportation and Infrastructure: Direct Spending 16,794 16,678 83,551 117,605
Veterans’ Affairs: Direct Spending ... 20,363 19,315 109,579 160,445
Ways and Means: Direct Spending .. 315,424 360,601 2,196,238 3,345,623
Total: DireCt SPENiNg .........coeeeeeemeemeeenerierenersseensenins 773,303 856,044 5,087,244 7,717,917
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ECONOMIC BACKGROUND AND ASSUMPTIONS

STATE OF THE EcoNoMmy IN 1994: FED AcTs TO FORESTALL
INFLATION

The economy grew at above its potential rate in 1994, prompting
the Federal Reserve Board to raise interest rates repeatedly to
avert inflationary pressures. The Federal Reserve, reacting to cred-
it markets, shifted to an anticipatory tight monetary policy in early
1994, raising short-term interest rates several times during the
year. Because increasing interest rates only affect the economy
with a lag, much of the effect of these increases will occur in 1995.
By raising interest rates, the objective of the Federal Reserve is to
slow the economy and avoid inflation without precipitating a reces-
sion. Hence, a slower economy is expected in 1995.

Real gross domestic product [GDP] grew by 3.7 percent, continu-
ing the momentum started in 1993. This rate is above the potential
2.4 percent trend GDP growth rate at which the economy should
grow if all resources were fully employed. The unemployment rate
fell to an unsustainably low 5.4 percent at the end of 1994, as the
capacity utilization level reached very high levels. Continuation of
such trends typically leads to increased inflation from supply con-
straints, even though inflation remained low during the year, aver-
aging 2.6 percent.

The two key factors in explaining the growth of GDP during 1994
were growth in consumer spending and business investment, espe-
cially in equipment and structures. Both factors were fueled by the
low interest rates that reached a trough during 1993. Despite in-
creases in interest rates in 1994, their strong growth continued.

Consumer spending was affected by improved consumer con-
fidence, strong growth in consumer installment credit, and rising
real disposable incomes. Rising real disposable incomes, which re-
sulted from increases in both employment and hours worked, had
a pronounced effect on spending on durable goods, especially autos,
furniture, and appliances. Business investment grew because of
growth in corporate profits. Investment in business equipment—
producer’s durables—grew at a rate of about 18 percent both in
1993 and 1994.

BENEFITS OF BALANCING THE BUDGET

The committee’s budget plan seeks to eliminate the Federal defi-
cit by 2002. Economists generally believe that economic benefits of
balancing the budget include lower interest rates, a faster rate of
economic growth, increased national wealth, increased rate of sav-
ing and investment, faster growth in the capital stock, higher pro-
ductivity, and improved trade balances.

Federal Reserve Chairman Greenspan has testified on the bene-
fits from balancing the budget before the House Budget Committee
on March 8, 1995. In response to two questions: What would you
tell the American people the reasons would be for making some
tough choices up front? What are the gains that comes to this coun-
try and to the next generation? Chairman Greenspan said the fol-
lowing:
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The effects, | think, would be rather startling. | do not
think we have seen * * * how [the] economy would func-
tion * * * without pressures that tend to push * * * in-
terest rates to levels which do impede long-term economic
growth. | think that productivity would accelerate * * *
the inflation rate would be subdued * * * the general
state of financial markets would be far more solid than we
have seen in a particularly long period of time * * * the
underlying outlook would be significantly improved for
long-term economic growth. Real incomes, the purchasing
power of their real incomes would significantly improve
* * * they [most Americans] would look forward to their
children doing better than they * * * long-term interest
rates will fall significantly as | have indicated to this com-
mittee many times in the past.

In its assessment of the President’s budget, “An Analysis of the
President’'s Budgetary Proposals for Fiscal Year 1996,” the Con-
gressional Budget Office [CBO] estimated that a credible illus-
trative balance budget path of spending cuts can generate roughly
$170 billion over 7 years in additional deficit reduction. CBO esti-
mated the macroeconomic effects on savings and investment of bal-
ancing the budget given a favorable monetary policy. The estimates
of economic gains results from two main factors: lower interest
rates and a slightly higher rate of economic growth. CBO believes
that balancing the budget will decrease long-term interest rates by
1 percent to 2 percent. In its illustrative path, interest rates are
assumed to decline an average of 1.5 percent by 2002. The rate at
which interest rates may fall is highly uncertain. Based on histori-
cal patterns of positive real interest rates, however, large and rapid
declines in interest rates can be rejected. Similarly, based on the
U.S. position in global capital markets, the case of low or no re-
sponse in interest rates also can be rejected.

Furthermore, the CBO estimates that reductions in interest rates
will increase investment spending enough to generate a small
amount of productivity increase. This small increase in productivity
will increase the rate of economic growth by 0.1 percent more per
year, resulting in a level of GDP that is 0.8 percent higher than
current policy by 2002. Balancing the budget will redirect resources
from consumption toward investment, thereby increasing the Na-
tion’s capital stock and national wealth by about 60 to 80 percent
of the deficit reduction.

THE RECOMMENDED EcoNOMIC ASSUMPTIONS
THE SHORT-TERM OUTLOOK FOR 1995 AND 1996

The Budget Resolution recommended by the committee is based
on CBO’s January economic forecast and projections. The January
forecast has been modified to include CBO’s estimate of the poten-
tial economic impacts of balancing the budget by 2002. The table
below lists and compares the committee’s assumptions with those
released by the administration [OMB], the Blue Chip consensus of
private forecasts and CBO. In general, the recommended assump-
tions are relatively close to these alternative forecasts. The commit-
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tee believes that these assumptions are reasonable and conserv-
ative estimates of the outlook for the economy.

The key forces that drove economic growth in 1994 all moderated
during the first quarter of 1995. By the beginning of the second
quarter, definite and significant signs of a slowing economy ap-
peared. Employment growth slowed, raising the unemployment
rate for April to 5.8 percent. The Composite Index of Leading Indi-
cators decreased by 0.5 percent in March, after falling by 0.2 per-
cent in February. Because of lower orders and accumulating inven-
tories, investment slowed from the rapid pace established earlier.
New orders for manufactured goods decreased in March by 0.1 per-
cent. This followed a 0.3 percent decline in February. Capacity uti-
lization declined to 84.9 percent in March after registering 85.4
percent in February. Inflation remained stable at 2.9 percent in
March. Because of the slowdown in the economy, the Federal Re-
serve is expected to pursue a neutral monetary policy in the fore-
seeable future.

CBO'’s January forecast and the committee’'s recommendation are
nearly identical in the first 2 years, the only difference being in
slightly lower interest rates. However, both sets of assumptions are
significantly less optimistic than OMB and the Blue Chip forecasts.
In particular, GDP growth in 1996 is much lower, reflecting CBO’s
expectation of the effects of Fed tightening. The current slowdown
is sharper than originally forecasted; a continuation of such a trend
may be a prelude to a recession or a long period of below-trend
growth. These scenarios are unlikely, however, given the underly-
ing strength of the economy. A more accurate characterization of
this slowdown is that it is a “pause that refreshes” which will re-
sult in sustained growth with low inflation as captured in all four
forecasts.

THE 7-YEAR ECONOMIC PROJECTIONS

The committee assumptions for the subsequent 1998—-2002 period
reflects balancing of the budget and the assumption that the Fed-
eral Reserve will be successful in its effort to slow the growth in
the economy to its long-term trend. Both the CBO projection and
the committee recommendation are similar, except for substantially
lower interest rates and slightly higher growth, due to balancing
the budget, and lower inflation. As before, these growth assump-
tions are still less optimistic than the OMB and Blue Chip fore-
casts.

The Consumer Price Index [CPI] is a biased measure of the
change in the cost of living. Federal Reserve Chairman Alan
Greenspan has testified before this committee that the bias in the
CPI is between 0.4 percent and 1.5 percent annually. CBO, in its
report, “Is the Growth of the CPIl a Biased Measure of Changes in
the Cost of Living,” estimated a range of 0.2 percent to 0.8 percent
annually. Other leading authorities have estimated the bias to cen-
ter about 1 percent annually. The committee also believes that the
CPI is biased and assumes that technical corrections can be made
to reduce the index. These corrections are based on fully funding
current Bureau of Labor Statistics [BLS] proposals that are esti-
mated to reduce the CPI bias by 0.6 percent annually, starting in
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1999. The GDP deflator has been revised accordingly, since ap-
proximately 70 percent of it is based on the CPI.

First, the BLS is scheduled to finish its periodic “rebenchmark”
the CPI in 1998, to reflect consumption patterns for the 1993-95
period, along with other changes. The CPI is a fixed-weight index
that does not reflect changed consumption patterns when prices
change. This substitution bias is temporarily corrected by periodic
updating of weights—rebenchmarking—every decade or more; after
rebenchmarking, this bias begins anew. Rebenchmarking by 1998
will reduce the bias in the CPI by 0.2 percent annually beginning
in 1999.

Second, the BLS should “reweigh” the CPI more frequently as
other countries do. If the BLS were to reweigh the CPI in 1998
using consumption patterns established in 1997, the bias in the
CPI1 would be reduced, beginning in 1999, by an additional 0.2 per-
cent annually.

Finally, the BLS should develop methods to separate out price
changes due to quality changes from cost-of-living changes. Price
increases that result from quality improvements should not in-
crease the cost of living, as they do currently. Proposed BLS efforts
will attempt to apply “hedonic indexing” techniques more widely,
starting with home electronics and appliances. More general use of
hedonic methods, for all consumer durables, is being studied. The
use of such methods will likely reduce the bias in the CPI by 0.2
percent annually starting in 1999. In addition, the committee rec-
ommends the creation of a Technical Advisory Commission to ad-
vise the BLS on technical issues and thereby accelerate its research
and development program. The BLS estimates the cost of the above
research, including the commission of technical experts, to be less
than $4 million per year.

COMPARISON OF ECONOMIC ASSUMPTIONS

[Calendar year]

Year 1994 1995 1996 1997 1998 1999 2000 2001 2002

Real GDP (percent year over year):

40 28 25 25 25 25 25 25 25
....... 32 22 20 23 29 28 24 na
....... 31 18 24 23 23 23 23 23
....... 31 18 25 24 24 24 24 24

21 28 30 30 30 30 30 30 30
....... 26 32 33 31 30 30 31 na
....... 26 28 28 28 28 28 28 28
....... 26 28 28 28 24 24 24 24

Inflation, CPI (percent year over year):
(0111 [ 26 31 32 32 32 31 31 31 31

BIUE ChIP oo e 32 36 36 34 34 34 34 na

CBO oot s 31 34 34 34 34 34 34 34

COMMITEEE ... v 31 34 34 34 28 28 28 28
Unemployment Rate (annual rate):

OMB ... e —— 61 58 59 58 58 58 58 58 58

Blue Chip ... 55 57 60 62 60 58 58 na

CBO ... 55 57 58 59 60 60 60 60

Committee ... 56 57 58 59 60 60 60 6.0
3-month Treasury Bills rate (annual rate):

OMB . .. 42 59 55 55 55 55 55 55 55

BIUE CRIP ovvvvvveerececerecsessrissesssi s v 61 61 55 53 52 54 55 na

CBO v
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COMPARISON OF ECONOMIC ASSUMPTIONS—Continued

[Calendar year]

Year 1994 1995 1996 1997 1998 1999 2000 2001 2002

COMMILEEE ..veovveierieieree e sssssnires eereres 6.2 55 49 45 42 40 40 40
10-year Treasury Note rates (annual rate):

OMB ... . 7.1 7.9 7.2 7.0 7.0 7.0 7.0 7.0 7.0

BIUE ChIP oo e 76 74 72 72 72 712 na na

CBO ... . 7.7 7.0 6.7 6.7 6.7 6.7 6.7 6.7

COMMITEEE ..vvvvervvreerereeiseeis e s 77 68 62 59 56 53 51 51

Note. OMB and CBO (April baseline) extended for years 2001 and 2002 from year 2000.
Source. CBO an Analysis of the President’s Budgetary Proposal for Fiscal Year 1996 (April, 1995). Table 4. OMB. Analytical Perspec-

tives Budget of the US Government FY 1996 (Feb 7, 1995). Table 1-1. Blue Chip Economic Indicators (March 10, 1995). 10 year note
rate as adjusted by CBO in January.
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REVENUES

H.R. 1215, the Tax Fairness and Deficit Reduction Act of 1995,
includes provisions that would provide tax relief to families with a
$500 per child tax credit, reduce the tax penalty on two-earner
married couples, encourage savings through a new American
Dream savings account, repeal the 1993 tax increase on Social Se-
curity benefits, reduce the cost of capital and increase incentives
for risk-taking by indexing and reducing the effective tax rate on
capital gain income. H.R. 831, enacted earlier this year, restores
the 25-percent deduction for health insurance costs of self-employed
individuals for 1994, and increases it permanently to 30 percent
thereafter. Revenues also contain the effect of shifting from dollar
bills to dollar coins and the employee share of retirement trust con-
tributions..

The payroll taxes for social insurance—Social Security, Medicare,
and unemployment compensation—have risen to over one-third of
total revenues and are now more than three times as large as cor-
porate income tax revenues. This change, rooted in expansion of
the Social Security System and diminished domestic corporate prof-
its as a percent of GDP, was magnified by Social Security legisla-
tion in 1977 and 1993.

The committee anticipates that the Committee on Ways and
Means will explore restoration or continuation of certain tax and
trade provisions that have expired or will soon expire as well as
certain other tax measures. The committee expects that the Com-
mittee on Ways and Means—in seeking to offset the cost of these
measures—will look to changes reducing inappropriate corporate
tax benefits, other appropriate revenue offsets, and spending reduc-
tions within the committee’s jurisdiction.

Three illustrative examples of inappropriate tax benefits that
may be considered by the Committee on Ways and Means are the
following:

—Corporate Tax Shelter Reporting. In recent years, investment
bankers and others have marketed to corporations aggressive tax
planning transaction structures. These structures are typically
revealed to potential users under conditions that the user main-
tain as confidential, even after completion of the transaction, the
way in which the tax-planning device works. The confidentiality
agreements serve both to insure that the investment banker can
generate multiple fees from the transaction structure and that
the Internal Revenue Service not become aware of the tax plan-
ning device. This proposal would require that those marketing to
corporations tax shelters involving proprietary tax planning tech-
niques register those tax shelters with the Internal Revenue
Service. This is an expansion of existing tax shelter registration
rules.

—Corporate Options Reporting: Require Brokers to Report Sales of
Corporate Options as They Do for Sales of Stocks and Bonds. Sec-
tion 6045 of the Internal Revenue Code gives the Treasury au-
thority to require a broker to file an information return (i.e., a
form 1099) with the IRS whenever a customer transacts business
with the broker. Current regulations require broker reporting
when customers buy or sell securities (i.e., stocks and bonds), but
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not when they trade several other types of corporate financial as-
sets, such as options. In recent years, the value and volume of
trading of these other types of corporate financial assets has
greatly increased. Thus, greater compliance would result if bro-
kers were required to file for options trading the same kind of
information returns that they are required to file for stock trad-
ing.

—Corporate Redemption Legislation (H.R. 1551). Some corporations
have recently structured redemptions of stock (taxable to the re-
deemed party as a sale of the stock) to look like dividend pay-
ments (only partially taxable because of the corporate dividends
received deduction). This legislation would treat such trans-
actions as redemptions.

The committee also is greatly concerned about the growing phe-
nomenon of millionaire and billionaire Americans renouncing U.S.
citizenship in order to avoid paying their fair share of our society’s
tax burden. The committee strongly believes that the Congress
should take steps to stem the revenue loss from expatriation for
tax avoidance.
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REVENUE COMPARISONS
TasBLE 1.—Comparison of Total Budget Revenues

[In billions of dollars]

Fiscal year: Amount
1990 ACTUAI ..ottt 1,031.3
1991 actual ... . 1,054.3
1992 actual ... 1,091.6
1993 actual ... 1,153.2
1994 actual ............... . 1,257.7
1995 estimated (CBO) .....coccuiiiiiiieeiiiie ettt 1,355.2

Fiscal year 1996:

Administration’s request (February 1995) 1,4155
COMMITEEE TEVRI ..o 1,432.2

Fiscal year 1997:

Administration’s request (February 1995) .........ccccocevviienviiee e, 1,471.6
COMMITEEE TEVRI ..o 1,450.5

Fiscal year 1998:

Administration’s request (February 1995) .........ccccocevviienviiee e, 1,548.8
COMMITEEE TEVRI ..o 1,511.0

Fiscal year 1999:

Administration’s request (February 1995) .........cccoeevviieeviieeevie e 1,624.7
COMMITEEE TEVRI ..o 1,569.6
Fiscal year 2000:
Administration’s request (February 1995) .........ccccocevviiieeviiee e, 1,710.9
COMMITEEE TEVRI ..o 1,641.3
TaBLE 2.—Comparison of On-Budget Revenues
[In billions of dollars]

Fiscal year: Amount
1990 actual 749.7
1991 actual ... . 760.4
1992 actual ... 789.2
1993 actual ... 841.6
1994 actual . 922.0
1995 estimated (CBO) .....cocuiiiiiiiie ettt ettt 997.8

Fiscal year 1996:

Administration’s request (February 1995) ........cccocceiiiiiiiiienieeiiennene 1,045.1
COMMITEEE TEVEI ..ottt 1,057.6

Fiscal year 1997:

Administration’s request (February 1995) ........cccocceiiiiiiiiinnieeiiesnene 1,083.6
COMMITEEE TEVEI ..ttt 1,058.5

Fiscal year 1998:
Administration’s request (February 1995) .
COMMITEEE TEVEI ..ot
Fiscal year 1999:
Administration’s request (February 1995)
COMMITEEE TEVEI .t
Fiscal year 2000:
Administration’s request (February 1995)
COMMITEEE TEVEI ..ot

TABLE 3.—REVENUES BY SOURCE UNDER PAST AND CURRENT LAW

[Includes on- and off-budget revenues, fiscal years, billions of dollars]

Historical

Projected

195 1960 1970 1980 1990 199
Individual income tax ...... . 158 40.7 904 2441 466.9 627.9
Corporate income tax ...... . 10.4 215 328 64.6 935 1511
Social insurance tax and contrlbutlons .................................. 43 14.7 444 1578 380 516.8
EXCISES .ovvvvvrnnns 7.6 117 15.7 243 35.3 55.7
Estate and gift taxes ........... 0.7 16 36 6.4 115 16.8

Customs duties .. [T 0.4 11 24 7.2 16.7 214
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TABLE 3.—REVENUES BY SOURCE UNDER PAST AND CURRENT LAW—Continued

[Includes on- and off-budget revenues, fiscal years, billions of dollars]

Historical

Projected
150 1960 1970 1980 1990 19%
Miscellaneous receipts ... . . 0.2 12 34 12.7 27.3 27.9
Totall ..o . 394 925 1928 5171 11,0313 1,417.7
On-budget revenUES .........cccovvvveervveenviienii 37.3 819 1593 4039  749.7 1043.0
Off-budget revenues?2 .........cceevinerreinnerennns 21 10.6 335 1132 2817 374.7
LDetails may not add to totals due to rounding.
2Social Security (OASDI) revenues.
Source: CBO baseline revenues.
TABLE 4.—REVENUES SOURCE AS A PERCENT OF GDP UNDER PAST AND CURRENT LAW
[Includes on- and off-budget revenues, fiscal years]
Historical Projected
150 1960 1970 1980 1990 196
Individual income tax ... . 5.9 8.0 9.2 9.2 8.6 85
Corporate income tax ..... . . 39 4.2 33 2.4 17 21
Social insurance tax and contributions ..o 1.6 29 45 6.0 7.0 7.0
EXCISES ...oovvvnnee . . 2.8 23 16 0.9 0.6 0.8
Estate and gift taxes ......... . 0.3 0.3 0.4 0.2 0.2 0.2
Customs duties . . . 0.1 0.2 0.3 05 05 0.4
Miscellaneous receipts ... . . 0.1 0.2 0.3 0.5 0.5 0.4
Totall ..o . 14.9 18.3 19.6 19.6 18.9 19.2
On-budget revenues ... 14.1 16.2 16.2 15.3 13.7 14.2
Off-budget revenues? .... 038 21 34 43 52 5.1

1Details may not add to totals due to rounding.
2Social Security (OASDI) revenues.

Source: CBO baseline revenues.
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SPECIAL TAX PROVISIONS

The Congressional Budget Act of 1974 requires a listing of items
called tax expenditures in the President’'s budget submission and
in reports accompanying congressional budget resolutions. These
items are defined in the act as “revenue losses attributable to pro-
visions of the Federal tax law which allow a special exclusion, ex-
emption, or deduction from gross income or which provides a spe-
cial credit, a preferential rate of tax, or a deferral of tax liability.”
Under this definition, the concept of tax expenditures refers to rev-
enue losses attributable exclusively to provisions in the corporation
and individual income taxes.

This terminology should be changed because its line of reasoning
is faulty. It assumes, first, that the government can “lose” money
that did not belong to the government in the first place. The funds
in fact belong to taxpayers; the government cannot lose what it
never had. Second, in the transaction involved, no money really
changes hands. Taxpayers simply keep more of their own funds.

Nearly all these tax provisions are intended either to encourage
certain economic activities or to reduce income tax liabilities for
taxpayers in special circumstances. The use of a tax provision,
rather than a direct expenditure, often is more efficient. The use
of a tax provision also keeps the behavior voluntary. Estimates of
individual tax benefits are prepared by the Treasury Department
and the Joint Committee on Taxation. The estimates normally pre-
sented here are those of the Joint Committee on Taxation and in
this case are based on that committee’s most recent report of No-
vember 9, 1994. The Joint Committee on Taxation has estimated
the revenue “losses” rather than outlay equivalent amounts of tax
expenditures.

Table 1 shows the revenues involved in targeted tax benefits for
fiscal years 1995 through 1999. The economic assumptions upon
which these calculations are based were the most recent Congres-
sional Budget Office assumptions available to the Joint Committee
in August 1994. Because of the interaction among the provisions,
the revenue effect from two or more repeals would not necessarily
equal the exact sum of the revenue losses for each item. Further-
more, because tax legislation seldom applies retroactively to tax-
payer decisions made earlier, the added revenues available for the
initial years from legislation to eliminate such a tax provision may
be substantially less than shown in the following table.
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ADDITIONAL REPORT LANGUAGE

REGULATORY BUDGETING

The fiscal budget reflects only one part of the Federal Govern-
ment's impact on the Nation and the economy. The government
also exercises influence through its power to issue regulations on
private businesses and families and promulgate mandates on State
and local governments. The costs of these regulations and man-
dates should be reflected in the Federal budget, reduced as a per-
centage of Gross Domestic Product [GDP], and voted on each year
by Congress.

Federal regulations and mandates represent indirect government
spending. They divert moneys away from private families, busi-
nesses, neighborhoods, and communities, and toward govern-
mentally mandated objectives. Regulations and mandates transfer
power and decisionmaking from families, neighborhoods, local com-
munities, and States to Washington, DC. In short, regulations and
mandates represent hidden taxing and spending.

Federal regulations have skyrocketed over the past 25 years, ex-
ploding at the same unsustainable rate as government spending.
An estimated 10 to 20 percent of national output is consumed and
controlled by government regulation. Conservative estimates of an-
nual regulatory costs exceed $600 billion, or about $6,600 to $8,800
per family. When the costs of regulations and mandates are added
to the costs of taxes, the average American must work until July
13 each year to pay the costs of government.

Other indicators of regulatory costs confirm the explosion in Fed-
eral regulations. The Federal Register, the annual compilation of
new regulations, climbed from 12,000 pages in 1950 to 70,000
pages in 1993 and may reach 90,000 in 1995. The number of Fed-
eral regulators—government officials paid to enforce regulations—
increased from 70,000 in 1970 to 130,000 in 1995. The budgets of
Federal regulatory agencies has ballooned by nearly 200 percent
over this same period.

Just as Federal spending raises taxes and deficits, which slow
economic growth and limit opportunity, government regulations
and mandates lower living standards. Regulations harm consum-
ers, adding an estimated 33 percent to the cost of building an air-
plane engine, 95 percent to the cost of a new vaccine, and $3,000
to the cost of a new car. Regulations impede job creation. Private-
sector job growth has been inversely proportional to the prolifera-
tion of Federal regulators. Job creation grew during the 1980's,
when the number of regulators and regulations were reduced, and
it shrank during the regulatory explosions of the 1970's, the late
1980’s, and the Clinton years.

If the budget is to reflect an accurate and complete blueprint of
the costs and expenses of the Federal Government, it must also in-
clude the costs imposed by government regulations and mandates.
A full and complete accounting of the government’s size and scope
requires a statement of the costs of government regulations and
mandates. The costs of regulations and mandates should be deter-
mined as part of—and should be reflected in—the Federal budget
process.
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One method of reflecting the costs of regulation within the budg-
et process would be a Federal regulatory budget proposal. One such
proposal was introduced in the 103d Congress by Budget Commit-
tee members Lamar S. Smith, John R. Kasich, Bob Franks, and
Christopher Cox. This proposal would allocate to Congressional au-
thorizing committees fixed amounts of “regulatory authority.” The
allocations would be capped so that the total regulatory costs on
the economy would be reduced from their current level of 9 percent
of Gross Domestic Product to 5 percent of GDP over 7 years. Such
discipline could reduce the regulatory burden on the economy,
while simultaneously permitting important health, safety, and en-
vironmental objectives to be met.

A regulatory budget also would make government regulations
and mandates accountable to the American people through the
democratic process. Just as the President is required to submit,
and the Congress is required to vote on, the level of taxes and Fed-
eral spending, Congress should vote on the level of regulations and
mandates, which have the same effect as taxes and spending. The
American people should be told—and their elected officials should
be held accountable for—the level of hidden taxing and spending
which regulations represent.

The Budget Committee will work over the coming months to de-
velop and refine these proposals so as to improve the budget proc-
ess, reduce the burden of government regulation on American fami-
lies and businesses, restore democratic accountability, and increase
opportunity for all Americans.

SUGGESTED LIST oF FEDERAL REGULATIONS AND FEDERAL
MANDATES THAT WARRANT ELIMINATION OR REFORM

The following list of Federal regulations, quasi-regulations, and
Federal statutory mandates are among the most expensive and on-
erous and appear ripe for termination or reform. Some of these re-
forms may lead to Federal budget savings. More important, how-
ever, they are likely to encourage economic growth, which in turn
would help reduce the Federal deficit. The Budget Committee en-
courages House authorizing and appropriating committees to con-
sider this list as the 104th Congress works to reform Washington’s
regulatory practices.

TRANSPORTATION

Problem Drivers Pointer System [PDPS] Mandate. This system
creates a national registry for records on all problem drivers.
States must check this system before issuing licenses. Under a
threat of losing 10 percent of their Federal highway funds, States
are required to complete a link to the System by April 30, 1995.
The Federal Government does cover implementation costs. But the
System may be unnecessary as long as States require drivers to be
insured, which clearly would require insurers to do background
checks. If a national system is warranted, it could be handled by
a private-sector agency.

Unfunded Compliance with the Anti-Theft Act of 1992. This act
establishes a set of uniform titles, uniform salvage titles, and a na-
tional data base for title information. States are required to comply
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by January 1, 1996. Some Federal money is supposed to be avail-
able, but the amounts are not certain. Compliance should be
waived until Federal funds are available to cover compliance en-
tirely.

Metric Conversion Mandate. The Omnibus Trade and Competi-
tiveness Act of 1988 required conversion to the metric system. The
Federal Highway Administration requires that all construction
plans be designated in metric. After September 30, 1996, no plans
that are not in metric are to be let if the Federal Government is
helping finance the project.

The Crumb Rubber Mandate, Section 1038(b) [ISTEA]. The
Intermodel Surface Transportation Efficiency Act of 1991 [ISTEA]
included a government-imposed mandate on States by requiring
crumb rubber from scrap tires be used in an annual fixed percent-
age of asphalt. This unprecedented mandate is opposed by State
transportation departments, county officials, and the highway con-
struction industry due to its added cost, mixed performance, and
unanswered questions regarding the environmental and health con-
sequences and recyclability. By 1997, the additional costs due to
the crumb rubber mandate could be as high as $1 billion according
to the U.S. Department of Transportation. Section 1038(b) should
be repealed and highway engineers, and the marketplace, deter-
mine highway pavement design and materials.

National Maximum Speed Limit Mandate. Title 23 U.S. Code,
section 154 prohibits States from establishing a speed limit beyond
55 miles per hour on specified highways, even though higher speed
limits may be appropriate and safe. Some routes that fit certain
population and other criteria can post maximum limits of 65 miles
per hour. States with a maximum limit that is higher than allowed,
or that do not certify, are subject to termination of Federal high-
way funding. Because of the lower speed limits, States must divert
significant resources that could otherwise be used for crime preven-
tion and law enforcement, additional motorist services, DUI en-
forcement, and a variety of other public services.

The International Fuel Tax Agreement Mandate. States are re-
quired to become members of the International Fuel Tax Agree-
ment by no later than October 1996. Failure to comply could cost
them some of their Federal highway funds. States should not be re-
quired, at their own cost, to participate in such international agree-
ments.

Federal Outdoor Advertising Mandate. ISTEA prohibits erection
of new signs on designated scenic highways. If States fail to pro-
hibit such signs, 10 percent of major highway apportionments
would be withheld.

Highway Program Administrative Costs Mandate. Title 23 of the
U.S. Code requires State transportation departments to maintain
administrative staff beyond the minimum level necessary to deliver
highway projects.

Motorcycle Helmets Mandate. States that did not have mandatory
front seat belt and motorcycle helmet laws in place by October 1,
1993, were notified by the Federal Highway Administration that



167

1.5 percent of their highway construction funds would be trans-
ferred to their highway safety program. Transfers will continue
until complying legislation is passed or the Federal law is changed.

Recreational Trails Mandate. States are required to develop, es-
tablish, and implement a program for funding recreational trails.

Minimum Reflectivity for Traffic Signs and Pavement Markings
Mandate. The FHWA is currently developing minimum standards
for the retroreflectivity of pavement markings—striping—and
signs, which all States will need to follow after October 1, 1995.
The implementation schedule has not yet been decided, but it is al-
ready clear that the cost impact of the new requirements will be
substantial.

ENVIRONMENT

Reform Clean Air Act Mandates.

—Eliminate the requirement for centralized motor vehicle inspec-
tion and maintenance emissions testing and Federal oversight
and monitoring of inspection and maintenance testing.

—Repeal the Employee Commute Option Program which requires
private companies to undertake aggressive, affirmative efforts to
encourage carpooling.

—Eliminate Corporate Average Fuel Efficiency [CAFE] mandated
standards, which encourage automobile manufacturers to
produce smaller, less safe, vehicles.

—Stop Development of the Enhanced Monitoring Rule. EPA is cur-
rently developing regulations to establish uniform pollution mon-
itoring, recordkeeping, and reporting requirements for “major
sources” of air pollution. Existing regulations have been more
than effective in controlling air pollution. EPA’s own studies have
documented the likely massive costs of this new regulation.

Endangered Species Act Mandates.

—No new listings of endangered or threatened species or designa-
tion of critical habitat until the end of this Congress or re-au-
thorization of the law. The law’s authorization has expired, and
its implementation is now heavily regulatory, imposing burdens
on landowners and creating disincentives for private steward-
ship. A “time out” is needed until Congress has the opportunity
to balance the rights of landowners with the need to protect spe-
cies. There are currently 4,000 plant and animal species that are
candidates for listing on the endangered species list, including:
ragweed; Eastern wood rat; Lake Huron locust; and the pea
clam.

—Once reauthorized, limit coverage of the act to include only ac-
tual harm to an endangered or threatened species, rather than
indirect modification of species habitat, unless a specific designa-
tion of critical habitat is made prior to the action.

Wetlands Mandates.

—Eliminate funding for enforcement of Section 404 of the Clean
Water Act, the Wetlands Program. It is the requirement that de-
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velopers of coastal wetlands obtain a Federal permit to dredge,
fill, or in any other way use the wetlands.

—Repeal similar requirement, in Title X1l of the Food Security Act
of 1985, applying to agricultural wetlands.

California Clean Air Federal Implementation Plan [FIP]. The
EPA is required to put three areas in California—Los Angeles, Sac-
ramento, and Ventura—in compliance with the air quality require-
ments in the 1977 Clean Air Act. The 1,700-page draft plan would
impose draconian limits on emissions, ranging from factories to
automobiles and trucks and even to lawnmowers. The EPA esti-
mates that the FIP could cost Californians between $4 billion and
$6 billion annually. According to the State of California, when the
FIP is fully implemented in 2010 the “losses will total at least $8.4
billion in direct costs, $17.2 billion in output, and 165,000 jobs.”
This estimate does not include the impact on transportation firms
in the rest of the State that are affected by the rule.

Reform Waste Disposal Rules to Allow for Environmentally
Sound Practices. Current regulations on the transportation, stor-
age, and disposal of hazardous wastes define these substances too
broadly and discourage environmentally beneficial recycling.

Industrial Energy Efficiency Training Mandate. The 1992 Energy
Policy Act [EPACT] directs States to establish programs and train-
ing for universities, nonprofit organizations, State and local govern-
ments, technical centers, utilities, and trade organizations on in-
dustrial energy efficiency programs and technologies.

Radon Action Program. The Radon Action Program currently
consumes over $5 million per year in taxpayer funds, and the Fed-
eral Government administers radon State grants of an additional
$8 million. This funding should be zeroed out and the offices closed.
For nearly 8 years the EPA has been running a scare campaign on
the American public at taxpayers’ expense. The radon campaign
has encouraged homeowners to spend hundreds and sometimes
thousands of dollars to remediate for an infinitesimal, if not non-
existent, risk.

The Great Lakes Clean Water Quality Guidance. The EPA’s Great
Lakes Initiative would impose uniform standards for water quality
on eight different States in the Midwest—Illinois, Indiana, Michi-
gan, Minnesota, New York, Ohio, Pennsylvania, and Wisconsin.
The EPA first proposed the initiative on April 16, 1993, and is re-
quired by court order to issue the rules on March 13, 1995. The
EPA estimates that the proposal could cost from $80 million to
$500 million annually. But in a study conducted for the Council of
Great Lakes Governors, DRI-McGraw Hill estimated that it would
cost over $2 billion per year and up to 33,000 jobs lost. According
to the Great Lakes Water Quality Coalition, which consists of local
governments, businesses, and agricultural interests in the region,
the initiative will not “significantly improve” water quality and
“does not address the predominant sources of chemical pollutants
into the Great Lakes Basin—air deposition and stormwater runoff.”

Clean Air Permitting Rule. The EPA is considering finalizing a
costly permitting rule that goes far beyond the congressional pur-
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pose behind Title V of the 1990 Clean Air Act Amendments. The
rule will provide few, if any, environmental benefits, but would sti-
fle industrial innovations, impede economic growth, and empower
Federal bureaucrats to micromanage industrial production.

Atrazine Pesticide Product Approval. The EPA is rumored to
have thrown sound science out the window in its approval of
Atrazine—a pesticide that has been on the market for 30 years.
The EPA's Science Review Board is reported to have recommended
no changes to the labeling of Atrazine. Despite this science-based
recommendation, Administrator Carol Browner is believed to have
ordered her EPA to conduct a special review. The EPA should be
required to justify its actions based on sound science, risk assess-
ment, and cost/benefit analysis.

Indoor Air Quality Regulations. The Occupational Safety and
Health Administration is preparing to issue new regulations to re-
quire restaurants, retailers, office building owners, and other busi-
ness people to implement comprehensive indoor air quality pro-
grams and ventilation plans. OSHA estimates that the rule would
cost $8.1 billion annually.

OSHA Fall Protection Regulations. These regulations went into
effect on February 6, 1995, and impose burdensome workplace reg-
ulations whenever employees are working 6 feet above the ground.
Houses are already expensive enough. One roofing company esti-
mates these new regulations will drive the cost of every new roof
up by $500.

EPA Pulp and Paper Cluster Rules. The EPA has proposed what
it terms “cluster rules” for the paper industry. Basically, these
rules combine requirements under the Clean Air and Clean Water
Acts. While the EPA claims the new rules would simplify existing
regulations, many businesses say they actually complicate them.
According to the paper industry, the rules would cost $11 billion in
capital expenditures. According to the Richmond Times Dispatch,
the EPA admits “the new rules would force 33 mills to close; 21,000
people would lose their jobs.”

EPA’'s Enhanced Monitoring Rule. The EPA has proposed regula-
tions to establish pollution monitoring, recordkeeping and reporting
requirements for “major sources” of air pollution. An EPA funded
study reported that the average oil refinery’s cost of complying with
this rule will be $4 million in initial costs and $2.4 million in an-
nual operating costs.

Chemical Use Inventory Rule. The EPA is working on regulations
to expand reporting requirements on chemicals used in the manu-
facturing process. These regulations would likely drive more com-
panies overseas and increase the cost of many goods used by all
Americans. In addition, the EPA has proposed making the informa-
tion reported to it available to trial lawyers who will use the infor-
mation to sue companies for phantom risks.

California Car Rule. The California car rule for the Northeast,
issued by the EPA just before Christmas, prevents cost-effective
marketplace trading of emission reduction responsibilities among
car companies and utilities. The estimated cost to the Northeast is
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$4.7 billion per year by 2007. This rule will increase the price of
cars by $1,500.

EPA Section 112g Rules. EPA issued proposed rules requiring
“major source” facilities to obtain pre-approval from EPA for
changes in their manufacturing processes. The EPA should be pro-
hibited from expending funds to finalize these rules.

OCCUPATIONAL HEALTH AND SAFETY

OSHA Ergonomics Rule. OSHA is currently working on a rule
that would require employers to take a number of actions to ad-
dress repetitive motion injuries. These are injuries due to repeated
hand, wrist, or other physical motions that cause or aggravate
musculoskeletal disorders. Employers would be required to have
written plans to prevent these injuries and to redesign work areas,
to slow assembly lines and potentially to pay for medical bills. Pri-
vate industry estimates that a similar rule proposed by California
OSHA would cost $3.1 billion annually in that State alone. Other
sources estimate the Federal rule would cost $21 billion to imple-
ment.

The Teenage Cardboard Baler Rule. As currently implemented,
this regulation prevents teenagers from certain kinds of safe and
gainful employment. The 40-year old regulation prohibits teenagers
from loading paper balers or compactors even when the machines
are turned off, despite the fact that new technology and advanced
features make the machines very safe. Hazardous Occupation
Order No. 12 [HO12] should be modified to allow 16- and 17-year
olds to load balers that meet current American National Safety In-
stitute [ANSI] worker safety standards.

Comprehensive Occupational Safety and Health Programs. OSHA
is preparing a notice of proposed rulemaking that would require
employers to develop and implement an occupational safety and
health program in their workplace. It is expected this rule will
cover employers with over 10 employees and may cover all employ-
ers. According to OSHA, “costs are likely to exceed $1 billion annu-
ally.” Private cost estimates are much higher. The Employment
Policy Foundation estimates that similar programs, which were re-
quired in the Kennedy-Ford OSHA bill in the 103d Congress, would
cost $6.3 billion annually.

OTHER

Eliminate the Boren Amendment Regulating Medicaid Payment
Levels. The Boren amendment provides that Medicaid payment
rates for hospitals and nursing facilities must be “reasonable and
adequate” to meet the costs of “efficiently and economically oper-
ated” facilities in providing care that meets Federal and State qual-
ity and safety standards. Although the goal is laudable, it is dis-
ruptive to State’s management of Medicaid for two reasons. First,
the language is ambiguous and therefore has been the subject of
numerous costly lawsuits against States by providers seeking high-
er payment levels. Second, the requirements of Boren do not make
the payment levels dependent on the ability of the State to pay pro-
viders at this level. For example, it does not take into account the
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number of Medicaid recipients or the fiscal capacity of the State.
The State is better able to determine the health care circumstances
and needs prevailing in the State and the payment levels that
would provide appropriate care.

Motor-Voter Act Mandate. This unfunded mandate on States in-
creases the likelihood of electoral fraud and is unnecessary for ef-
fective civic participation. Many States have complained about this
program and its costs. It is a well-known mandate that could be
eliminated.

Crime Victims Compensation. Under the Crime Victims Com-
pensation Program, States are required to prioritize the order in
which crime victims are compensated. States should be left to run
these programs as they see fit.

Public Utility Regulatory Policies Act [PURPA]. This act man-
dates that public utilities invest in renewable electricity generation
sources, such as wind power. This mandate, enacted during the
government-created energy scare of the late 1970's, is based on the
notion that insufficient energy resources caused the energy short-
age. Today it forces companies into inefficient and politically cor-
rect resources.

The Public Utility Holding Company Act [PUHCA]. This is a New
Deal-era regulation that regulates who can own electric and gas
utilities. It was intended to fight abuses in the electric and gas in-
dustry, but now restricts competition.

The Community Reinvestment Act. This act requires depository
institutions to reinvest depositors’ funds back into the communities
they came from. This diverts resources from their most efficient al-
location. It also represents Federal micromanagement in private
lending.

Rescind Synar Amendments—Enforcement of Laws Regarding
Cigarette Sales to Minors. Draft Federal regulations would require
States to reach a level of 50-percent compliance with prohibitions
against the sale of cigarettes to minors. The mandated level of com-
pliance rises each year, as does the percentage loss of Federal
money for drug and alcohol treatment if States fail to comply.
States are capable of enforcing such cigarette prohibitions them-
selves.

Job Service Requirement. Under the Job Training Partnership
Act, States must provide job placement services for men, women,
and youths, with special priority for veterans. The Job Service also
must maintain a national network to clear employer job openings
statewide and between States using a computerized job bank. This
appears to duplicate Federal and State job-training efforts.

Student Right-to-Know and Campus Security Act. Campuses are
required to collect and report graduation rates for athletes and
nonathletes and maintain and report campus crime statistics. The
crime statistics should be maintained, but graduation levels should
be required by other means, such as the NCAA.
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FEMA Grants. FEMA makes grants to States to encourage uni-
form reporting of fire incidence and suspected arson cases. This is
an unnecessary level of Federal involvement in local activities.

Federal Requirement for Archeological and Historic Impact State-
ments. The Federal Government requires historic and archeological
impact statements for certain construction projects under the Na-
tional Historic Preservation Act. State historical societies contract
out for the service. But most States and municipalities now have
sufficient infrastructure to make historic and archeological evalua-
tions on their own, without a Federal requirement. Therefore, this
mandate can be waived.

Real Estate Settlement Procedures Act. The Department of Hous-
ing and Urban Development [HUD] plans to issue a final rule that
would significantly reverse a 1992 rulemaking that streamlines set-
tlement services and provides substantial benefits to consumers. By
providing a variety of services and products at the point of sale,
consumers can save up to $150 per transaction, or almost $150 mil-
lion annually for all homebuyers. A final regulation that restricts
the services that can be offered by real estate settlement providers
increases both the time and money required to purchase a house.

USDA Proposed Mega-Rule on Meat and Poultry Inspection. The
Department of Agriculture plans to issue a “mega-rule” in early
1995 that would require substantial, new inspection requirements
for meat and poultry. Rather than revise the existing regulatory
structure, this rule will simply be layered on top of the existing
system. As a result, serious concerns about health and safety are
not being addressed and resources that could otherwise be used
promoting safety will be wasted. Without a thorough reform of the
entire process, the costs of the regulatory structure may exceed the
benefits of the regulation.

FIFRA Worker Protection Standard. EPA issued 66 pages of a re-
vised worker protection standard under the Federal Insecticide,
Fungicide and Rodenticide Act [FIFRA] in 1992 and EPA Adminis-
trator Carol Browner signed an order implementing enforcement of
the rule on January 3, 1995. The rule imposes significant burdens
on farmers in areas of safety, training, decontamination, informa-
tion posting, emergency assistance, and worker reentry into fields
after pesticides are applied. In a sign that even the EPA is uncom-
fortable with the standards, recently it amended the standards in
four areas. Unfortunately, many additional problems remain. In
the past both the USDA and the National Association of State De-
partments of Agriculture—a bipartisan organization of all 50
States—have expressed serious concerns about these standards.
NASDA has said, “As proposed, the regulation cannot feasibly be
implemented by farmers and cannot effectively be regulated by
State regulators—not to mention it represents a huge unfunded
mandate.” The U.S. Department of Agriculture commented in a De-
cember 1994 letter that the changes made to the worker protection
standard in the draft proposed rule would impose a “significant and
substantial” burden on employers and workers, “considerably in ex-
cess of that estimated by EPA in the draft proposed rule and its
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Regulatory Impact Assessment.” In light of the number of problems
that remain with the standard, EPA should suspend enforcement.

Sunglasses Labeling. The FDA is working on a proposal, still in
the pre-rule stage, which would require labeling of sunglasses to
ensure that consumers are aware that overexposure to ultraviolet
radiation could hurt their eyes.

FDA Reference List. Since April 1992, the Food and Drug Admin-
istration has been executing what the agency calls the Medical De-
vice Reference List (reference list). The reference list is a set of pro-
grams that the FDA’'s Center for Devices and Radiological Health
uses to link current good manufacturing practices [GMP] inspec-
tions to the agency’s normal scientific review of pre-market notifi-
cation (510(k)) submissions. From April 1992 until the publication
of a Public Notice in the Federal Register in October 1993, the ex-
istence of a reference list program was kept secret from the medical
device community and the American public. A medical manufac-
turer may be placed on the reference list by being in violation of
one or more of FDA's GMP regulations. Whether or not a medical
manufacturer is placed on the reference list because of an alleged
violation is completely at the discretion of the agency. No company
is sure when, or if they have been placed on the list because it is
an FDA internal document. In other words, no notification letter is
sent to a company informing them that they are on what has been
described as an agency “black list.” When a company is placed on
the reference list, the agency immediately halts their work on any
pending 510(k) application submissions.

Redundant FDA Controls on Advertising of Prescription Drugs.
Currently, both the FTC and the FDA regulate “direct to
consumer” advertising of prescription drugs. The FDA's regulations
originated out of its authority over advertisements in medical jour-
nals, whereas the FTC has a long history of directly regulating
consumer advertising. The FTC has full authority to protect con-
sumers from false and misleading advertising in this area and has
much more experience and expertise in consumer advertising. By
attempting to protect the consumer from false and misleading ad-
vertising, the FDA has slowed the dissemination of truthful and
important medical information to the public, and is wasting re-
sources that could be spent on other areas of concern. Congress has
been informed that one of the bizarre results of this dual control
over advertising is an FDA ban on the Rogaine TV advertisements
before midnight.

Overbroad FTC Proposed Telemarketing Sales Rule. The FTC is-
sued a proposed rule on February 9, 1995, that will be made final
before August 16, 1995. Acting under the direction of the last Con-
gress, the FTC has an overly broad proposal that lumps legitimate
businesses that conduct business over the telephone with fraudu-
lent telemarketers. In doing so, it unnecessarily burdens many in-
dustries. This rule is so broadly written that long-recognized, legiti-
mate activities are captured that have never before been considered
to be telemarketing. For example, newspaper delivery carriers
could be barred from making route collections under the rule’s re-
striction on couriers. Moreover, proposed restrictions on contacting
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existing customers would, in many cases, require a newspaper sub-
scription to lapse before the customer could be called about re-
newal. The rule would even apply to charitable and nonprofit orga-
nizations if they couple requests for donations with an offer of a
prize, or a chance to win a prize or the opportunity to purchase any
goods or services.

Disinfectant Byproduct Rulemaking. The EPA currently is pro-
posing to regulate disinfection byproducts in drinking water. The
proposed rule regulates substances that are formed when chlorine
iIs added to the water supply in order to disinfect drinking water.
The EPA cites several studies as justification for establishing the
maximum contaminant level, yet the most reliable studies do not
support the EPA’s regulation. A National Cancer Institute study
concluded that overall there was no association of duration of expo-
sure to chlorinated water with bladder cancer risk. The EPA itself
cites several other studies which showed no correlation between
cancer risk and disinfection byproducts. The EPA has estimated
the first-phase cost of this regulation at more than $1 billion per
year. The extended second phase would cost an additional $2.6 bil-
lion per year. The costs will be borne by the municipalities and
communities that operate water treatment facilities as well as the
States charged with overseeing their operations. For water systems
serving fewer than 10,000 people—which represent 94 percent of
all water systems—the cost per household of complying with Fed-
eral drinking water mandates would more than double, while pro-
viding no measurable public health benefits.

FDA Draft Policy Statement on Industry-Supported Scientific and
Educational Activities. This policy statement stops the exchange of
valuable information on medical devices between inventors and
surgeons, and leads to unnecessary patient deaths and injuries.
The FDA should be prohibited from enforcing this policy statement.

FDA Humanitarian Device Exemption Regulations. In November
1990, through the Safe Medical Devices Act of 1990, Congress or-
dered the FDA to promulgate streamlining regulations that sim-
plify the approval process for humanitarian devices—which benefit
a small segment of the population—less than 4,000 patients. The
FDA was ordered to publish final regulations by November 1991,
but has failed to act for over 3 years. The FDA issued proposed
rules in December 1992, that generated a large number of negative
comments from the public. The FDA should be prohibited from ex-
pending any funds on enforcement actions against humanitarian
devices until it has promulgated final regulations that are rec-
onciled with the public comments.

Unauthorized Rescissions by FDA of 510k Approvals. The FDA
has recently started rescinding approvals of 510k applications on
grounds it simply made a “mistake.” These rescissions are without
statutory authority. Absent a finding of fraud in the application,
the FDA should be prohibited from expending funds to rescind
prior approvals.

Untimely FDA Action on IDE Notices. Medical device manufac-
turers are required to notify the FDA that they are conducting clin-
ical trials on investigational devices. By regulation, the FDA has 30
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days from the date of submission to object. If it fails to object, the
manufacturer is free to start the trials. Although manufacturers
are not required to obtain FDA approval, they routinely wait for
approval which can take far longer than 30 days. The FDA should
be barred from objecting to an IDE clinical trial after the 30-day
waiting period has expired.

FDA Informal Rulemaking. The FDA currently makes policy
through a variety of improper means, including the issuance of
“Points to Consider,” “Draft Guidances,” and “Warning Letters.”
These writings—as well as speeches—are extremely difficult to
track, yet often contain substantive rules. FDA should be prohib-
ited from announcing substantive rules through means other than
Federal Register notice and the solicitation of comments.

FDA Restrictions on Manufacturing Changes to Class 111 PMA
Devices. FDA should be prohibited from expending funds to enforce
restrictions on manufacturing changes that could not significantly
affect the safety or effectiveness of a medical device.

Clarification of Rules Governing Athletic Opportunities. Regula-
tions implementing Title IX of the Education Amendments of 1972
currently allow for the elimination of athletic opportunity, pri-
marily as a result of heavy reliance on the proportionality rule.
This rule is supposed to be one option under a three-pronged test
of accommodation of interests and abilities, but has been given
undue deference. Proportionality has caused many colleges and
universities to respond with the elimination of entire athletic
teams. As this was not the original intent of Congress, Congress
should move to clarify title IX with respect to athletic opportuni-
ties.

BUDGET PROCESS LANGUAGE

Debt Limit. The public debt limit was last increased to $4.9 tril-
lion as part of OBRA 1993. According to recent estimates, the debt
limit will be breached sometime in October 1996. A bill must be en-
acted into law before that date to raise the debt limit.

The reconciliation instructions do not include, as permitted under
Section 310 of the Budget Act, directives to the Committee on Ways
and Means to report a bill raising the debt limits. In the absence
of such a bill, the Committee on Ways and Means could report out
a free standing bill or, under House rule 49, the vote on the con-
ference report would automatically trigger the engrossment of a bill
rasing the debt limit.

The budget resolution includes several sections relating the debt
limit. Section 10 includes Sense of Congress language that the ulti-
mate goal of a balanced budget is to pay off the public debt. Section
11 provides Sense of Congress language calling for the repeal of
rule XIX of the Rules of the House of Representatives.

Asset Sales. In a significant departure from the existing treat-
ment of assets sales, the budget resolution includes language to fa-
cilitate the sale of government assets to the private sector. Previous
budget resolutions included language expressly prohibiting Con-
gress from counting asset sales when enforcing points of order
under the Budget Act. Similarly, Section 257 provides that such
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proceeds cannot be counted under the PAYGO requirements for tax
and entitlement legislation.

Under Section 5, authorizing committees will be credited with
the net benefit from asset sales—taking into consideration both the
one-time proceeds from selling a government asset and the long-
term revenue that the asset would have generated had it remained
a possession of the Federal Government. Estimates will capture on
a credit basis both the long-term costs and benefits arising from
the sale of a government asset.

Section 5 specifies that the proceeds from assets sales will count-
ed for purposes of determining compliance with the reconciliation
instructions enforcing points of order under the Congressional
Budget Act. The proceeds and costs arising from asset sales will be
reflected in committee allocations, reconciliation instructions and in
estimates used to determine whether legislation complies with the
budget resolution.

Student Loans. Section 9 provides Sense of Congress language
that the Federal Credit Reform Act understates the true costs of
direct student loans because administrative costs are not included
in the net present value calculation of Federal direct loan subsidy
costs.

Since the Credit Reform Act of 1990, direct student loans and
guaranteed student loans have been scored on a net present value
rather than cash basis. However, the administrative costs for direct
loans are not included in the net present value calculation. Con-
sequently, Congressional Budget Office estimates understate the
true costs of direct loans as compared to guaranteed student loans
in which the administrative costs are calculated as part of the sub-
sidy costs. As a result, there is a strong incentive to substitute di-
rect loans for guaranteed loans through the costs of the latter is
understated.

Baselines. Section 7 provides Sense of Congress language finding
that baseline are inherently biased against provisions that would
reduce projected growth in spending. The language further finds
that baseline budgeting encourages Congress to yield control over
the funding of Federal programs.

Emergencies. Section 8 provides Sense of Congress language re-
lating to emergencies. Under current law, funding emergencies are
exempt from both the discretionary spending limits and the PAY-
AS-YOU-GO requirements. Congress and the President need only
designate an emergency to invoke the exemption.

The language provides that emergency exemption has led to two
abuses: piggy-backing funding requirements that would not pass on
their own merits on to dire emergency relief bills; and designating
as emergencies funding requests that are not genuine emergencies
for the sole purpose of circumventing the discretionary spending
limits and PAYGO.

IRS. Section 6 restates language in the budget resolution for fis-
cal year 1995 which provided additional funds for activities of the
Internal Revenue Service. The language provides that the discre-
tionary spending limits may be adjusted to accommodate appro-
priations of up to $404 million in budget authority and outlays for
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taxpayer compliance activities. On the assumption that such activi-
ties will increase tax collections, the chairmen of the budget com-
mittees must certify that such appropriations will not affect the
deficit.

COMMITTEE VOTES

Clause 2(1)(2)(B) of House Rule XI requires each committee re-
port to accompany any bill or resolution of a public character, or-
dered to include the total number of votes coast for and against on
each rollcall vote on a motion to report and any amendment offered
to the measure or matter, together with the names of those voting
for and against. Listed below are the rollcall votes taken in the
Budget resolution on the concurrent resolution on the budget for
fiscal year 1996.

On May 10, 1995, the Committee met in open session, a quorum
being present. The Committee adopted and ordered reported the
Concurrent Resolution on the Budget for Fiscal Year 1996.

The following votes were taken by the Committee:

1. Mr. Hobson made a motion to authorize the Chairman, con-
sistent with rule XVI, clause 4 of the Rules of the House, to declare
a recess at any time during the Committee meeting. The motion
was agreed to by voice vote.

2. Mr. Sabo offered an amendment to the Chairman’s Mark to
change the aggregate level of revenues by the amounts necessary
to reflect elimination of the tax cuts contained in H.R. 1215. The
amendment by Mr. Sabo was not agreed to by a rollcall vote of 17
ayes and 24 noes.

AYES NOES
Mr. Sabo Mr. Kasich
Mr. Stenholm Mr. Hobson
Ms. Slaughter Mr. Walker
Mr. Coyne Mr. Kolbe
Mr. Mollohan Mr. Shays
Mr. Costello Mr. Herger
Mr. Johnston Mr. Smith (Texas)
Mrs. Mink Mr. Allard
Mr. Orton Mr. Miller
Mr. Pomeroy Mr. Lazio
Mr. Browder Mr. Franks
Ms. Woolsey Mr. Smith (Michigan)
Mr. Olver Mr. Inglis
Ms. Roybal-Allard Mr. Hoke
Mrs. Meek Ms. Molinari
Ms. Rivers Mr. Nussle
Mr. Doggett Mr. Hoekstra
Mr. Largent
Mrs. Myrick
Mr. Brownback
Mr. Shadegg
Mr. Radanovich
Mr. Bass

Mr. Parker



178

3. Mr. Doggett offered an amendment to the Chairman’s Mark to
increase aggregate revenue levels, to amend the committee report
to reflect the assumption that the President’s fiscal year 1996
budget proposal will be enacted and to include the following lan-
guage:

“The Committee is greatly concerned about the growing phe-
nomenon of millionaire and billionaire Americans renouncing their
United States citizenship in order to avoid paying their fair share
of our society’'s tax burden. The Committee strongly believes that
the Congress should take steps to stem the revenue loss from expa-
triation for tax avoidance. As such, the Committee recommends the
immediate adoption of the President’s fiscal year 1996 budget pro-
posal on this subject. The budget assumes enactment of the Presi-
dent’s proposal.”

a. Mr. Nussle offered an amendment to Mr. Doggett's amend-
ment to substitute the following report language.

The Committee is greatly concerned about the growing phenome-
non of millionaire and billionaire Americans renouncing their Unit-
ed States citizenship in order to avoid paying their fair share of our
society’s tax burden. The Committee strongly believes that the
Congress should take steps to stem the revenue loss from expatria-
tion for tax avoidance.”

The amendment was agreed to by voice vote.

b. Mr. Doggett's amendment as amended by Mr. Nussle, was
agreed to by a voice vote.

4. Ms. Woolsey and Mr. Pomeroy offered an amendment to the
Chairman’s Mark to increase budget authority and outlays for
Function 500 to reflect continuation of the in-school interest sub-
sidy for student loans, to increase the aggregate level of revenues
by an equal amount reflecting reduction of the tax cuts in H.R.
1215, and for other purposes. The amendment by Ms. Woolsey and
Mr. Pomeroy was not agreed to by a rollcall vote of 17 ayes and
24 noes.

AYES NOES
Mr. Sabo Mr. Kasich
Mr. Stenholm Mr. Hobson
Ms. Slaughter Mr. Walker
Mr. Coyne Mr. Kolbe
Mr. Mollohan Mr. Shays
Mr. Costello Mr. Herger
Mr. Johnston Mr. Smith (Texas)
Mrs. Mink Mr. Allard
Mr. Orton Mr. Miller
Mr. Pomeroy Mr. Lazio
Mr. Browder Mr. Franks
Ms. Woolsey Mr. Smith (Michigan)
Mr. Olver Mr. Inglis
Ms. Roybal-Allard Mr. Hoke
Mrs. Meek Ms. Molinari
Ms. Rivers Mr. Nussle
Mr. Doggett Mr. Hoekstra
Mr. Largent

Mrs. Myrick
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Mr. Brownback
Mr. Shadegg
Mr. Radanovich
Mr. Bass

Mr. Parker

5. Mrs. Mink offered an amendment to the Chairman’s Mark to
increase budget authority and outlays for Function 500 to reflect
continuation of discretionary education programs and Head Start
at 1995 levels, to increase the aggregate level of revenues by an
equal amount reflecting reduction of the tax cuts in H.R. 1215, and
for other purposes. The amendment offered by Mrs. Mink was not
agreed to by a rollcall vote of 17 ayes and 23 noes.

AYES NOES

Mr. Sabo Mr. Kasich

Mr. Stenholm Mr. Hobson

Ms. Slaughter Mr. Walker

Mr. Coyne Mr. Kolbe

Mr. Mollohan Mr. Shays

Mr. Costello Mr. Herger

Mr. Johnston Mr. Smith (Texas)

Mrs. Mink Mr. Allard

Mr. Orton Mr. Miller

Mr. Pomeroy Mr. Lazio

Mr. Browder Mr. Franks

Ms. Woolsey Mr. Smith (Michigan)

Mr. Olver Mr. Inglis

Ms. Roybal-Allard Ms. Molinari

Mrs. Meek Ms. Nussle

Ms. Rivers Mr. Hoekstra

Mr. Doggett Mr. Largent
Mrs. Myrick
Mr. Brownback
Mr. Shadegg
Mr. Radanovich
Mr. Bass
Mr. Parker

6. Ms. Meek offered an amendment to the Chairman’s Mark to
increase budget authority and outlays for Function 500 to reflect
continuation of discretionary higher education programs at 1995
levels, to increase the aggregate level of revenues by an equal
amount reflecting reduction of the tax cuts in H.R. 1215, and for
other purposes. The amendment offered by Ms. Meek was with-
drawn.

7. Mr. Parker offered an amendment to the Chairman’s Mark to
reduce budget authority and outlays for Function 270 to reflect a
merger of the Institutional Conservation grant program into the
State Energy Conservation program. The amendment offered by
Mr. Parker was agreed to by a division of 41 ayes and 0 noes.

8. Ms. Woolsey and Ms. Roybal-Allard offered an amendment to
the Chairman’s Mark to increase budget authority and outlays for
Function 600 to reject the Chairman Mark’s proposals in the area
of child nutrition to increase the aggregate level of revenues by an
equal amount reflecting reduction of the tax cuts in H.R. 1215, and
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for other purposes. The amendment by Ms. Woolsey and Ms. Roy-
bal-Allard was not agreed to by a rollcall vote of 17 ayes and 24
noes.

AYES NOES

Mr. Sabo Mr. Kasich

Mr. Stenholm Mr. Hobson

Ms. Slaughter Mr. Walker

Mr. Coyne Mr. Kolbe

Mr. Mollohan Mr. Shays

Mr. Costello Mr. Herger

Mr. Johnston Mr. Smith (Texas)

Mrs. Mink Mr. Allard

Mr. Orton Mr. Miller

Mr. Pomeroy Mr. Lazio

Mr. Browder Mr. Franks

Ms. Woolsey Mr. Smith (Michigan)

Mr. Olver Mr. Inglis

Ms. Roybal-Allard Mr. Hoke

Mrs. Meek Ms. Molinari

Ms. Rivers Mr. Nussle

Mr. Doggett Mr. Hoekstra
Mr. Largent
Mrs. Myrick
Mr. Brownback
Mr. Shadegg
Mr. Radanovich
Mr. Bass
Mr. Parker

9. Mr. Hoekstra offered an amendment to the Chairman’s Mark
to strike Section 10 and to insert in lieu thereof the following lan-
guage:

SEC. 10. SENSE OF THE HOUSE REGARDING DEBT REPAY-
MENT.

It is the sense of the House of Representatives that the
Congress has a basic moral and ethical responsibility to fu-
ture generations to repay the federal debt. The Congress
should enact a plan that balances the budget, and then
also develops a regimen for paying off the federal debt.

After the budget is balanced, a surplus should be cre-
ated, which can be used to begin paying off the debt.

It is the sense of the House that such a plan should be
formulated and implemented so that this generation can
save future generations from the crushing burdens of the
federal debt.

The amendment offered by Mr. Hoekstra was agreed to by voice
vote.

10. Mr. Hobson made a motion that the Committee adopt the ag-
gregates, function totals, and other appropriate matters contained
in the Chairman’'s Mark. The motion offered by Mr. Hobson was
agreed to by voice vote.
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11. Mr. Hobson made a motion that the Committee adopt the
Concurrent Resolution on the Budget. The motion offered by Mr.
Hobson was agreed to by a rollcall vote of 24 ayes and 17 noes.

AYES NOES
Mr. Kasich Mr. Sabo
Mr. Hobson Mr. Stenholm
Mr. Walker Ms. Slaughter
Mr. Kolbe Mr. Coyne
Mr. Shays Mr. Mollohan
Mr. Herger Mr. Costello
Mr. Smith (Texas) Mr. Johnston
Mr. Allard Mrs. Mink
Mr. Miller Mr. Orton
Mr. Lazio Mr. Pomeroy
Mr. Franks Mr. Browder
Mr. Smith (Michigan) Ms. Woolsey
Mr. Inglis Mr. Olver
Mr. Hoke Ms. Roybal-Allard
Ms. Molinari Mrs. Meek
Mr. Nussle Ms. Rivers
Mr. Hoekstra Mr. Doggett
Mr. Largent
Mrs. Myrick
Mr. Brownback
Mr. Shadegg
Mr. Radanovich
Mr. Bass
Mr. Parker

12. Mr. Hobson made a motion that the Committee report the
Concurrent Resolution on the Budget to the House with the rec-
ommendation that the Concurrent Resolution be agreed to and that
the Concurrent Resolution do pass. The motion offered by Mr. Hob-
son was agreed to by a rollcall vote of 24 ayes and 17 noes.

AYES NOES
Mr. Kasich Mr. Sabo
Mr. Hobson Mr. Stenholm
Mr. Walker Ms. Slaughter
Mr. Kolbe Mr. Coyne
Mr. Shays Mr. Mollohan
Mr. Herger Mr. Costello
Mr. Smith (Texas) Mr. Johnston
Mr. Allard Mrs. Mink
Mr. Miller Mr. Orton
Mr. Lazio Mr. Pomeroy
Mr. Franks Mr. Browder
Mr. Smith (Michigan) Ms. Woolsey
Mr. Inglis Mr. Olver
Mr. Hoke Ms. Roybal-Allard
Ms. Molinari Mrs. Meek
Mr. Nussle Ms. Rivers
Mr. Hoekstra Mr. Doggett

Mr. Largent
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Mrs. Myrick
Mr. Brownback
Mr. Shadegg
Mr. Radanovich
Mr. Bass

Mr. Parker

13. Mr. Hobson asked for and received unanimous consent that
the staff be given authority to make necessary technical and con-
forming changes in the bill and the committee amendments, and
calculate any remaining elements required in the Concurrent Reso-
lution on the Budget.

14. Mr. Hobson made a motion that the Chair be authorized to
file the report and to make a motion to go to conference pursuant
to Rule XX of the Rules of the House. The motion offered by Mr.
Hobson was agreed to by voice vote.

15. The motion to reconsider was laid on the table by unanimous
consent.

BubpGeT CoMMITTEE OVERSIGHT FINDINGS

Clause 2(1)(3)(A) of rule Xl requires each committee report to
contain oversight findings and recommendations required pursuant
to clause 2(b)(1) of rule X. The Committee has no oversight find-
ings.

OVERSIGHT FINDINGS AND RECOMMENDATIONS OF THE COMMITTEE
ON GOVERNMENT REFORM AND OVERSIGHT

Clause 2(1)(3)(D) of rule XI requires each committee report to
contain a summary of oversight findings and recommendations
made by the Government Reform and Oversight Committee pursu-
ant to clause 4(c)(2) of rule X, whenever such findings have been
timely submitted. The Committee on Budget has received no such
findings or recommendations from the Committee on Government
Reform and Oversight.

FEDERAL ASSISTANCE TO STATE AND LocAL GOVERNMENTS

Assumed in this budget is a dramatic devolution of government
programs from distant bureaucracies in Washington, DC back to
the State and local governments that are closer to and more ac-
countable to the people these programs are intended to serve. The
number of Federally controlled programs has proliferated over the
years, to the point where for a given need there are a multitude
of different Federal programs, each with its own set of onerous
rules and regulations. The Budget Committee and the 104th Con-
gress are committed to bypassing the inert Washington, D.C. bu-
reaucracies, and providing State and local governments with the
flexibility necessary to solve peoples’ needs through logical and in-
novative ways at the State and local level, instead of with a Fed-
eral cookie cutter approach.

MISCELLANEOUS BUDGETARY INFORMATION

With respect to the requirement of clause 2(1)(3)(B) of rule XI of
the Rules of the House of Representatives and section 308(a) of the
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Congressional Budget Act of 1974, the concurrent resolution on the
budget for fiscal year 1996 does not contain any new budget au-
thority, spending authority, credit authority, or provide an increase
or decrease in revenues or tax expenditures.

VIEWS oF COMMITTEE MEMBERS

Clause (2)(1)(5) of rule XI requires each committee to afford a 3-
day opportunity for members of the committee to file additional mi-
nority, or dissenting views and to include the view in its report.
The following views were submitted:



MINORITY VIEWS

THE REPUBLICAN BUDGET—AN EXERCISE IN EXTREMISM

The Republican budget goes too far. It cuts revenues too much.
It cuts Medicare too deeply. It cuts Medicaid too much. It cuts edu-
cation too much. It hurts our cities and farms unnecessarily. It re-
lies too much on good luck. The Republican budget does too much
for the most privileged in our society and too much against the
most vulnerable in our society.

There is no doubt that the federal government needs reform. The
American people want and deserve quality services at a reasonable
price. And they want the federal government to “live within its
means”. It is clear that many programs can be eliminated, consoli-
dated, streamlined or otherwise improved, but this budget is too
extreme. And it is too mean-spirited.

The Republican budget starts out with the premise that we can
balance the budget and cut taxes at the same time. Yet, all our his-
torical experience runs counter to that premise. And, in fact, we
are still suffering from the last time that tactic was tried in 1981.

As the Budget Committee went around the country on field hear-
ings last winter, its members were told over and over that the peo-
ple wanted spending cut first. Then, when the budget is balanced,
they said they would like a tax cut. Yet the Republican budget cuts
taxes first and spending second—precisely the opposite of what the
people told us to do.

THE SPENDING CUTS

Clearly, federal health care programs need reform. Both Medi-
care and Medicaid are growing at rates of 10 percent a year as far
as the eye can see. That is not sustainable. It is commendable that
the Republican budget wants to deal with these issues, but this
plan is too extreme.

The Republican budget cuts Medicare $288 billion over the next
seven years. It assumes Medicare spending can be reduced from a
projected growth of 10 percent a year over the next seven years
down to 9.0 percent next year and then further down to 4.5 percent
in the year 2000 and thereafter.

The number of people who need Medicare increases a little more
than 1 percent every year. That means in the year 2000 and after,
when new caseload is accommodated, all other program costs are
assumed to grow only 3.4 percent. Even under the best of cir-
cumstances it is difficult to imagine an inflation level that low in
a health care system that treats older people. It is difficult to be-
lieve cuts that deep could be reached without serious harm to the
nation’s seniors. And even if they could be implemented in the near
future, it is highly unlikely that such a low growth rate can be sus-
tained over time.
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The Republican budget plan cuts Medicaid $187 billion over the
next seven years. The Medicaid program serves low-income people
who don't have health insurance, and it is the main source of fund-
ing for long-term nursing home care for most senior citizens. As
more and more people live past the age of 85, this program is much
more necessary and it becomes more expensive.

The plan assumes a reduction in Medicaid growth from projec-
tions of 10 percent a year over the next seven years to 8 percent
next year. By 1998, it assumes growth in the federal share of this
program is capped at 4 percent a year and stays at that level there-
after. Clearly, this program could benefit from large-scale regu-
latory reform and again the Republican budget is to be commended
for tackling this difficult task. Unfortunately, cuts of this mag-
nitude go way beyond the level of savings that can be achieved
through regulatory change. These cuts will necessitate removing
the entitlement status from the program and turning it into a block
grant. While it is technically possible to “make these reductions
stick” under the block grant structure, it is highly unlikely the na-
tion’s governors will be able to live with this level of constraint
over the long haul.

The Head Start program is frozen at 1994 levels for the next
seven years. There now exists more than 20 years worth of data
and analysis on the Head Start program. It is a program of proven
effectiveness in helping young vulnerable children who might
overwise not make it grow into productive students and workers.,
Clearly this program meets a critical national need. Yet, under the
Republic plan, the program would lose 26 percent of its real buying
power by the year 2002. This cut is just too deep.

The Republican budget cuts funding for education, training and
child care by $82 billion over the next seven years. That is a reduc-
tion of 35 percent in real purchasing power. At a time when the
nation is facing significant structural changes in its economy and
the government is making a renewed attempt to help poor people
get off welfare and into the workforce, these cuts are “penny-wise
and pound foolish”. While some reform is desirable, this cut is just
too deep.

This budget incorporates the Republican welfare package passed
by the House earlier this year. One of the most disingenuous fea-
tures of that package was the merging of several time-tested, effec-
tive nutrition programs, such as school lunch, into two new block
grants in a thinly-veiled attempt to cut funds without acknowledg-
ing that children will be hurt. This is one of the Republican budg-
et’'s most egregious violations of that fundamental rule, “if it ain’t
broke, don't fix it".

Further the welfare package caps spending because it assumes
that people will move off welfare into jobs. Yet at the same time
it is reducing welfare spending, it is cutting job training, education,
child care, housing, and transportation funds so dramatically that
it is unlikely that welfare recipients will actually be able to get off
welfare and into the workforce. Once again, this budget goes too
far.
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THE TAX BREAKS

Is it necessary to cut needed services this deeply to balance the
budget? The answer clearly is no. Then why does this budget have
to go so far?

The Republican budget needs to slash many areas vital to every-
day Americans, because it contains huge tax breaks for the most
affluent and privileged members of this society. While the most
commonly discussed tax break in the Republican budget is the
child credit for families whose incomes are between $15,000 and
$250,000, it is the other tax breaks in the package that explode
over time, draining off badly-needed resources to give special
breaks to America’s most privileged citizens.

This budget provides $350 billion in special tax breaks, 67 per-
cent of which goes to Americans who make more than $75,000 a
year. At the same time only 1.5 percent of these tax breaks go to
families whose incomes are below $20,000 a year. This drain on the
federal treasury then is made up by slashing support for ordinary
working people and the most vulnerable among us.

CONCLUSION

Over and over throughout this budget we see the extreme ideol-
ogy of the new Republican majority at work. From Medicare to
Head Start, from school lunches to student loans, from agricultural
support payments to bus systems in our nation’s cities, this budget
is too extreme.

There is widespread support throughout the American public for
balancing the federal budget, but this support will surely erode if
the job is not done more fairly than this. The American people
want fiscal discipline exercised with fairness and compassion. This
budget does not meet that test.

REPUBLICAN 1996 BUDGET RESOLUTION CHANGES IN DISCRETIONARY PROGRAM FUNDING

[In billions of dollars]

Amount needed in Percent change in

Budget amounts

Total Discretionary:
Budget Authority 510.4 663.9 503.2 -24.2
Outlays 547.9 678.9 522.7 -23.0
Defense discretionary:
Budget Authority ............cccoovnevuinnens 262.3 334.2 288.0 -13.8
OUEIAYS oo 2703 325.2 280.0 -13.9
Nondefense discretionary:
Budget Authority ® ... 248.1 329.6 215.2 -34.7
Outlays 2776 353.7 242.7 -314
Budget functional categories: 3
150 International Affairs .............. 204 26.1 139 -46.5
250 General Science, Space 171 21.8 14.8 -31.8
270 ENErgy oo 6.3 84 42 -50.7
300 Natural Resources & Envi-
ronment 22.0 21.7 18.6 -32.8
350 Agriculture .. 40 52 35 -31.6
370 Commerce & Housing Credit 33 44 18 -58.8

400 Transportation2 .................. 38.9 47.6 33.2 -30.3
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REPUBLICAN 1996 BUDGET RESOLUTION CHANGES IN DISCRETIONARY PROGRAM FUNDING—Continued

[In billions of dollars]

Amount needed in Percent change in
Enacted 1995 2002 to maintain Budget amounts buying power from

1995 services year 2002 1995 to 2002
450 Community & Regional De-

velopment 8.9 11.2 6.6 -40.6
500 Education & Training 42.0 53.2 34.7 -34.7
550 Health 228 29.1 208 -285
570 Medicare administration 3.0 4.1 3.0 -26.8
600 Income Security 34.0 55.4 39.0 -29.6
650 Social Security administra-

L1102 N 25 32 25 -22.7
700 Veterans 18.3 239 18.2 -238
750 Administration of Justice . 18.1 234 15.9 -32.1
800 General Government 123 15.8 10.6 -32.9
900 Net Interest 0.0 0.0 0.0 na
920 Allowances ... 0.0 0.0 -2.6 na

950 Undistributed Offsetting Re- '
CRIPLS oo 0.0 0.0 0.0 na

1Note: Budget authority to maintain current services includes long-term housing contract renewals sufficient to maintain current
housing assistance. Expiring contracts bunch more in some than other years, including the year 2002.

2Note: Outlays are shown for this function. For technical reasons, budget authority is not a good indicator of budget resources.

3(Budget Authority is shown unless otherwise noted.)

MAJOR ENTITLEMENT REDUCTIONS IN THE HOUSE REPUBLICAN 1996 BUDGET

[In billions of dollars]

Percentage change from

1995 level current law
1996 2002
Medicare .......... . e $158.1 —4 =27
Medicaid . . . . 89.2 -3 —-32
Food stamps ......... . . 25.1 -6 —24
Supplemental Security Income . . . 24.3 -6 —16
Family support payments (AFDC) . 17.2 -8 —24
Child nutrition ... . . 76 —16 -33
Student loans® . . e ——————— 5.2 —43 -9%
Agriculture support payments . . . . . 8.4 -1 —49
Civilian and foreign service retirement . e ———— 38.3 -4 -6
AFDC JOBS ............ . . . 1.0 -85 —100

1Reductions represent loss of the federal subsidy. The unsubsidized student loan program will remain.
Note: Totals do not reflect the impact of the CPI minus 0.6%, which the resolution assumes will begin in 1999.

MAJOR ENTITLEMENT REDUCTIONS IN THE HOUSE REPUBLICAN 1996 BUDGET SHOWN AS CHANGES FROM
THE CBO BASELINE

[In billions of dollars]

5-year T-year
1996 1997 1998 1999 2000 2001 2002 1gta| tgtal
Medicare . —-65 —154 =247 —36.7 —511 —67.6 —864 —1344 —2884
Medicaid . -29 -84 —163 —249 —338 —437 —566 —863 —1866
Food stamps -15 —36 —4.4 —5.0 —58 —6.9 -84 —202 —355
Supplemental Security
Income ... -15 —4.2 —47 -51 —6.0 —6.7 —-76 —215 —35.8
Family support pay-
ments (AFDC) ......... —-14 —-15 -19 —-26 —-32 —4.0 —=51 —10.6 —19.6
Child nutrition ... -13 =21 —-25 —-28 -31 —-35 -39 —118 —-19.1
Student loans —-16 —-25 —26 —-28 -29 —-30 -32 —124 —18.7
Agriculture support
payments .... -10 -10 —-20 -20 -30 —4.0 —4.0 -9.0 —-17.0
Civilian and foreign
service retirement -15 —-22 —24 —24 -23 —26 -32 =109 -167

FCC spectrum auction -00 —-06 -23 =37 -38 —-24 -24 =103 -—150
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MAJOR ENTITLEMENT REDUCTIONS IN THE HOUSE REPUBLICAN 1996 BUDGET SHOWN AS CHANGES FROM
THE CBO BASELINE—Continued

[In billions of dollars]

-year 7-year
1996 1997 1998 1999 2000 2001 2002 5t3’f;|1 e
AFDC jobs ... -08 -10 -10 -10 -10 -10 -10 —47 —6.6
Veterans benefits -0.3 -03 -05 —-12 -13 -13 —-15 —36 —6.4
Asset sales —-24 -15 —34 -10 -05 -09 -0.8 -59 —-4.1
User fees (excl. vet-
erans) . -10 -11 -12 —-14 -15 —-16 -17 —-6.1 —-94
All other -04 —-15 —-0.6 -0.1 -0.1 —22 —4.7 —-16 -53
Total entitle-
ment
changes ... —-24.1 —43.9 —69.3 —903 -—1183 —149.7 -—188.7 —346.0 —684.3

Note: Totals do not reflect the impact of the CPI minus 0.6%, which the resolution assumes will begin in 1999.



ADDENDUM TO MINORITY VIEWS

THE Luck FACTOR

Will this budget work? The Republican budget plan is very frag-
ile, relying on a great deal of luck to achieve its objective of a zero
deficit by the year 2002. It includes six underlying assumptions,
each of which is plausible alone, but when taken together can best
be described as “interlocking optimism”.

First, the Republican budget includes an interest and growth
bonus of $170 billion in deficit reduction. It assumes that financial
markets will respond to passage of a balanced budget plan with
lower interest rates and builds savings from this assumption into
the plan. However, interest rates are not going to come down un-
less financial markets find the plan credible and realistic. For the
bonus to be realized, everything else has to work as planned.

The budget is highly backloaded, assuming many of its deepest
cuts can be made in later years. This backloading is made nec-
essary by the exploding costs of the Republican tax breaks in the
last two years of the plan. However, this feature makes the plan
less credible to financial markets. Interest rates may not come
down until sizable deficit reduction is actually achieved in later
years, thereby reducing the interest and growth bonus.

It is not unreasonable to assume that major changes in programs
such as Medicare will take time and may need to be phased in over
a period of years. In that sense the backloading of some of the
budget cuts is realistic. However, this Republican budget assumes
an unprecedented ability to restrain the growth in health care
costs, particularly health care for the elderly, over a long period of
time.

For instance, in the Medicare program the plan assumes current
annual growth can be lowered from 10 percent to 4.5 percent. Even
if it were possible to get these costs down to such a low rate of
growth for a year or two, extensive experience in both the private
and public sectors suggests that these low levels cannot be main-
tained over time. Unless the Republicans are willing to reduce
Medicare services dramatically, it is highly unlikely this assump-
tion will work.

In the Medicaid program, this budget relies on conversion to a
block grant to hold cost growth down to 4 percent a year. Since the
program will experience new caseload growth of between 3 percent
and 4 percent a year throughout the budget time frame, this level
represents a real crunch. While it is technically feasible to contain
the federal share of the program this way, it is unlikely that states
will be able to meet the demand for these services. Political pres-
sures may very well force more federal contributions by the end of
this budget cycle. Once again, the assumption of continued auster-
ity may be highly unrealistic.
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The Republican budget assumes agriculture spending and wel-
fare costs will continue to decrease over seven years. But, they are
only reconciled for five years. Without the enforcement mechanism
of reconciliation the assumption that these cuts will ultimately be
realized is shaky at best.

Along with these program changes there is an additional
backloaded cut built into the Republican budget baseline. That is
the assumption that the Consumer Price Index (CPI) will be re-
duced by 0.6 percent a year starting in 1999. This is important be-
cause many federal benefit programs and tax brackets are indexed
to the CPI. If the CPI is lower than currently projected, the govern-
ment will spend less on retirement and Social Security benefits and
it will take in more revenue in income taxes.

While there is widespread agreement that new statistical work
in progress at the Bureau of Labor Statistics will result in some
lowering of the CPI by the end of the decade, it is not at all certain
that this reduction will be as high as 0.6 percent. Clearly, this is
another questionable assumption.

Last, but not least, the Republican budget incorporates the tax
breaks passed by the House earlier this year which increase reve-
nue losses over time quite dramatically. In fact, years six and
seven of this budget cycle contain revenue losses of $82 and $90
billion respectively from the tax bill. It is because these revenue
losses are so great in the last two years that spending cuts had to
be so heavily backloaded. Clearly the tax breaks drive a risky final
balancing act.

While it is possible that each of these above mentioned changes
could occur as planned, it is not likely that they will all work to-
gether. And, since the budget savings in the plan are compounded
over time, any loss of savings will have the reverse effect of explod-
ing the deficit over time. At the end of the day, the interest and
growth bonus will not be realized if the whole package does not
work together.

It is safe to conclude from a view of the entire plan that its
achievement of actual balance in 2002 is fragile at best. And most
of this fragility is driven by the need to pay for exploding tax
breaks for the most affluent members of American society.

MARTIN O. SaBoO.
ALAN B. MOLLOHAN.
WiLLiam J. COoYNE.
HARRY JOHNSTON.
LOUISE SLAUGHTER.
GLEN BROWDER.
LuciLLE ROYBAL-ALLARD.
LYNN N. RIVERS.
WiLLiamM H. ORTON.
JERRY F. CosTELLO.
CARRIE P. MEEK.
PATsy T. MINK.
JOHN W. OLVER.
LyNN C. WOOLSEY.
EARL POMEROY.
CHARLIE STENHOLM.



DISSENTING VIEWS—AGRICULTURE HON. EARL POMEROY

There has been a stark contrast over the past eight years be-
tween agricultural spending and total federal spending. The Com-
mittee-approved budget resolution does not recognize this fact. The
resolution proposes reductions in agricultural farm programs by ap-
proximately 40 percent—$17 billion over seven years. This is a dis-
proportionate cut.

Since 1986 Commodity Credit Corporation (CCC) spending has
been reduced by 60 percent, while total federal spending has in-
creased nearly 50 percent. Agricultural programs have delivered a
solid return on taxpayers’ investments and, therefore, should not
be singled out for a disproportionate share of any required spend-
ing reductions.

The Budget Resolution also appears to double-count savings in
agriculture that have already taken place. For example, the Com-
mittee appears to envision savings from reorganization at USDA,
while in fact, reorganization of USDA was approved last year and
is already expected to save as much as $4.1 billion through Fiscal
Year 1999 as more than 1,200 field offices are closed, over 13,000
employees terminated and 43 agencies consolidated into 29.

Furthermore, under the recent Uruguay Round of GATT Agree-
ment, the US along with other countries is required to reduce its
support for domestic farm programs by 20 percent by the year 2000
from the 1986—-88 base period. However, the US has already more
than achieved these reductions, by reducing spending by over 70
percent from the 1986 base year. On the other hand, in this same
time-frame the European Union (EU) has increased spending by
over 200 percent. To require the US is to make further reductions
in such programs without requiring similar corresponding reduc-
tion by the EU and other foreign competitors would be unfair to US
farmers.

US agriculture currently faces a farm program disadvantage.
Further cuts in US agriculture spending—as proposed in this budg-
et resolution—will worsen the situation. Not only will our farmers
be disadvantaged, but American consumers will share in their loss.

In the United States we have an excellent example of the effects
of eliminating a farm program. Last year, Congress eliminated the
wool and mohair program. In only one year since the elimination:
500 sheet farmers/ranchers have been forced out of business each
month; the American sheep inventory has decreased by 18 percent;
US wool production has dropped to an all-time record low; and 29
percent of sheep meat slaughter and packing plants have closed
their doors. Unfortunately, this is just the beginning of the demise
for the sheep and wool industry.

The fundamental objective of domestic farm subsidies is to com-
pensate farmers at a level sufficient to attract financing for what,
by nature, is a high risk investment, yet allow agricultural prod-
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ucts to be sold at lower market prices. The US farm policy is offset
by EU subsidies, the extent to which the global system of agri-
culture subsidies “buys down” consumer prices. The inescapable
conclusion is that these relationships bear some relation to com-
parative production costs in the US and the EU. If agricultural
products from the US, the EU—and virtually every other exporting
nation—were marked at prices sufficiently to fully cover production
costs and provide a reasonable return on a risky investment, retail
prices would be much higher! In other words, the American
consumer benefits from the US farm program.

The record of federal spending for agricultural programs and the
return on taxpayers’ investment should be held up as a model for
other budget items, not singled out for disproportionate cuts.

EARL POMEROY.



DISSENTING VIEWS—POWER MARKETING AGENCIES

The Committee has scored a one-time net funding gain of $4.18
billion from the asset sale of the power marketing agencies (PMAS).
At best, this is a questionable policy.

The PMAs already operate on a “no-net-cost” basis to the federal
government. While the government does loan money to the PMAs,
all the money—plus interest—is paid in full. Selling the PMAs may
provide a one-time cash infusion—but selling PMAs won't mean
real savings to the government in the long-run.

That is why earlier this year, over 55 Members of the House
wrote a letter to the Speaker and Chairman Kasich urging them
to do all that they could to oppose the sale. Despite the obvious
message of concern about moving forward on the PMA sale pro-
posal, the budget resolution approved by the Committee scores a
savings to the treasury from this initiative.

There are many who question the result of a PMA sale—specifi-
cally with regard to the impact on electric rates for consumers cur-
rently receiving PMA power. It remains the position of many that
it is foolish to push forward a proposal that won't save the govern-
ment money, but could increase electric rates for consumers.

EARL POMEROY.

(193)



DISSENTING VIEWS—LOW INCOME HOME ENERGY
ASSISTANCE PROGRAM

The Republican budget errs when it assumes that eliminating
the Low Income Home Energy Assistance Program (LIHEAP) will
save federal dollars. By assisting families with their heating bills,
we help them makes ends meet, rather than accessing more costly
programs. For senior citizens, their LIHEAP benefit can be the ele-
ment which keeps them living independently in their homes, rather
than entering costly senior care facilities.

Reducing or eliminating an effective program like LIHEAP sends
a confusing and inconsistent message to the states regarding our
ongoing efforts to reform federal social service programs, and to
allow greater local flexibility. As welfare reform highlights self-suf-
ficiency and independence from welfare, it is ironic that one pro-
gram which is really cost-effective has been targeted for elimi-
nation.

JOHN W. OLVER.
CARRIE P. MEEK.
EARL POMEROY.
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DISSENTING VIEWS OF LOUISE SLAUGHTER

I voted against the FY 1996 Republican Budget Resolution be-
cause | am deeply troubled about the impact this package will have
America’s working families and senior citizens. | support the efforts
of the Chairman to balance the budget and streamline federal pro-
grams. Some of the very suggestions offered by the Republicans are
those that have been put forth by a Democratic Administration.
There is no doubt that reducing deficit spending is good fiscal pol-
icy.

In 1993, with bi-partisan support, the U.S. Congress enacted a
major National Institutes of Health (NIH) authorization which for
the first time placed an emphasis on women’s health research. The
1993 NIH Reauthorization bill restored gender equity to health
care research. No longer would we have major health studies ex-
cluding women and the unique health care needs of women. The
impact of 28.5% across-the-board reduction in health related pro-
grams, as called for in the Republican budget will undermine the
objectives of the 1993 legislation. All of the gains made in areas
like breast and ovarian cancer research and detection will be gone.
The discovery of a breast cancer gene if directly attributed to an
increased focus on women'’s health research. Breast cancer is one
of the greatest threats to the American family.

The massive reductions in Medicare spending as called for in the
Republican Budget resolution will result in increased premiums,
deductibles and co-payments for millions of low and moderate in-
come senior citizens. | am particularly concerned abut the impact
of a 20% co-payment for Medicare home health care. This new out-
of-pocket expense for Medicare recipients would be nothing more
than a “sick tax” on those elderly who can least afford it. Currently
most of the elderly receiving home healthcare services have just
been discharged from a hospital and heed sub-acute or rehabilita-
tion care. Almost 80% of Medicare home health users have annual
incomes of less than $15,000. Three-quarters of all program users
are over age 75. And two-thirds of Medicare home health service
recipients are elderly women. A 20% co-payment would jeopardize
the quality of care for millions of low income senior citizens and
force them into nursing homes or back into hospitals. Effective and
efficient home health care benefits reduce both Medicare and Med-
icaid costs and is an option that should be encouraged, not discour-
aged. | am hopeful that it trying to meet a $283 billion reduction
in Medicare that the Ways and Means Committee does not impose
a new “sick tax” on our most vulnerable citizens.

The Republican budget, adopted on May 10th makes radical and
arbitrary reductions in important educational programs. Study
after study has shown the direct link between education and pro-
ductivity. Ensuring access to quality education both at the second-
ary and postsecondary is critically in a competitive, global economy.
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We should be improving our investment in education, not disman-
tling every program regardless of the targeted constituents. For a
small amount of federal funding, and estimated 350,000 children
have received services through the McKinney Homeless Education
Program. As a result of this program, the number of homeless chil-
dren not in school has been reduced from more than 50% to ap-
proximately 18%. In 1994 over 80% of state grant funds from the
program went directly to local programs; the local districts design
their own programs so as to best meet their individual community’s
needs. The Homeless Education Program is almost completely “bu-
reaucrat-Free.” | am dismayed that the Republicans wish to elimi-
nate this program. The cost is so low; the program so productive
that it can only be meanness that causes this cut.

In conclusion, the Budget Resolution approved by this Committee
on May 10th threatens working families, children and senior citi-
zens. If the republicans were serious abut deficit reduction, they
would not be attempting to implement a $700 billion tax give-away.
I cannot support this kind of assault on working women, children
and our nation’s elderly. | stand ready to work towards a balanced
budget, and have supported real deficit reduction, but I will not
stand by and watch this inhumane political grandstanding at the
expense of the most vulnerable in our society.

LOUISE SLAUGHTER.



DISSENTING VIEWS OF CARRIE P. MEEK

Let me begin by stating my strong opposition to the Republican
Budget Resolution for FY 1996. This budget assumes massive cuts
in vital programs such as Medicare, Medicaid, education, Head
Start, child nutrition, and programs affecting the elderly and chil-
dren in order to pay for a $350 billion tax cut to the most affluent
in our society. That trade-off is totally unacceptable to me, and |
believe when Americans learn exactly what is in the “ Contract
With America” and this budget, they will agree that this compact
is anathema to our ideals. | heartily oppose deep reductions in
housing, agriculture, transportation, natural resources, veterans’
programs, and other extremely important areas.

MEDICAID

The Republican Budget Resolution assumes $186.6 billion in
Medicaid savings by block granting and reducing Medicaid funding.
A Medicaid block grant capped at 5 percent growth per year would
devastate Florida. Florida would lose over $5 billion over five years
if this plan is adopted. The current Medicaid formula is severely
flawed, and a block grant without any attention to changing the
underlying distribution of funds would lock in the extremely unfair
Medicaid allocation to states.

Florida is a high growth state, and of the large states, has the
largest elderly population as a percentage of its total population. In
addition, Florida has the second highest poverty rates among the
largest states—17.6 percent. Florida’s growing demand for health
care is based on population trends and will not stop expanding be-
cause Federal funds shrink. Since these important demographic
factors are not taken into account with a block grant based on cur-
rent law, many states will be in severe financial straits and prob-
ably not be able to provide the health care safety net.

A capped block grant is likely to preclude some preventive health
care, acute care and nursing home care for the elderly and chil-
dren. It will require states to either choose one group over another,
cut specific benefits, or raise taxes. This puts us in an untenable
position, and I strongly object to the Republicans’ budget resolution
assumptions about Medicaid. Florida has been fiscally responsible;
it has held down Medicaid costs and has not exploited loopholes in
the Medicaid disproportionate share (DSH) payments. Therefore, a
lower Florida Medicaid base will be the inequitable foundation of
a new block grant to states. Florida will be punished by a block
grant rather than being rewarded for its cost-saving efforts. No
amount of flexibility can make up for the loss of these billions of
Federal funds.
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MEDICARE AND HEALTH CARE REFORM

When President Clinton took office, he inherited a major Medi-
care crisis, and twenty-seven days later proposed a deficit reduction
plan that included policies to strengthen the Medicare Trust Fund.
In fact, this action kept Medicare solvent for three additional years.
On the other hand, the “Contract With America” included a pro-
posal that would weaken the Trust Fund by $27 billion over seven
years. The additional Medicare cuts of $288.4 billion assumed in
this Republican Budget Resolution would not have been necessary
if the Republicans had not pushed through $350 billion in tax cuts
to the wealthy.

The Medicare trust fund is estimated to be insolvent by the year
2002. Democrats tried to shore up the Medicare trust fund, and the
legislation was opposed by all Republicans. The President proposed
an overall health care reform plan that dealt with the nation’s
health care problems. That was rejected. Now it is time for the Re-
publicans to show some leadership and propose a plan that will
deal with the health care crisis. Slashing Medicare and Medicaid
does not reform the “system.” Without a plan that includes all as-
pects of the health care community, the result is cost shifting from
the federal government to the private sector. That is the only ac-
complishment of the Republican plan.

VETERANS' HEALTH CARE

The Republican Budget Resolution proposes cuts of $8.8 billion
in budget authority and $8.6 billion in outlays over seven years,
with a $1.2 billion discretionary cut below a 1995 freeze. This rep-
resents a 24 percent decline in discretionary spending purchasing
power between 1995 and the year 2002. The major discretionary
accounts are for veterans’ medical care.

The Department of Veterans Affairs serves primarily veterans
who are older, more disabled, and poorer than the average Amer-
ican. It is essential that the VA system maintain funding sufficient
to serve our veterans. The VA cannot provide adequate health care
if funding is reduced. Straining the systems to its limits by se-
verely underfunding it is unconscionable.

Another major concern of mine is a Republican Budget Resolu-
tion assumption that will “withhold compensation [service-con-
nected disability] for certain incompetent veterans with large es-
tates.” | strongly oppose this proposal if it is the one previously en-
acted and repealed.

WOMEN’'S AND MINORITIES' HEALTH

The Republican Budget Resolution targets nearly $13 million in
discretionary health program cuts between now and the year 2002,
including a $4 billion reduction below the 1995 level of funding for
the National Institutes of Health (NIH). This represents a decrease
of over 28 percent in real terms between 1995 and the year 2002.
this would have a significant impact on Americans’ health and
well-being, biomedical research, and our international competitive-
ness.

Women's health issues have been ignored for years in the bio-
medical community, including the National Institutes of Health.
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Only recently have federal funds been targeted to women'’s health,
after decades of slighting women'’s health research. | have a special
interest in Lupus, an immune system disease that strikes a dis-
proportionate share of women, particularly African American
women. Nine out of ten persons stricken with this incurable dis-
ease are women, and Lupus has the most impact on women during
their childbearing years. From 1.4 million to 2 million Americans
suffer from this painful, debilitating disease. H.R. 835, which I in-
troduced, authorizes increased funding to the National Institutes of
Health to conduct research into the causes and cure of Lupus. It
is time to make up for many years of neglect and fully fund bio-
medical research into the cause(s) and cures of Lupus and other
major causes of women's death such as cardiovascular diseases,
lung and breast cancer. | urge the Appropriations Committee to
meet my challenge.

Health statistics indicate that three is wide health disparity
among different groups of Americans. Those who have traditionally
been disadvantaged economically and educationally are more at
risk for a variety of diseases. One of the most compelling indicators
is infant mortality. Although the U.S. infant mortality rate is at an
all-time low, the rate for African American infants continues to be
twice the rate of whites. African Americans suffer disproportion-
ately from cancer, diabetes, hypertension, low birth weight, and in-
fant mortality. “Healthy People 2000,” a Health and Human Serv-
ice analysis, indicates that rates for African American men are 55
percent higher for heart disease, 26 percent higher for cancer, 180
percent higher for stroke and 100 percent higher for lung disease.
Life expectancy for this group has lagged behind that of the total
population, and has actually widened in the last decade. Closing
the gap in health status should be one of our highest priorities.

Every effort should be made to end such disparities through re-
search, expanding preventive, routine, and prenatal health care,
and additional strategies to increase education and income status,
because socioeconomic factors are underlying causes of many
health problems.

EDUCATION

The Republican Budget Resolution assumes the elimination of
the Department of Education. If the proposed savings of $49.2 bil-
lion (BA) are adopted, | believe in the long run these program cuts
will cost us dearly.

Well-educated students are our nation's future. They assure a
competitive economy, as well as bolstering our Democratic system,
social progress, and equality of opportunity. In 1993-94, over six
million students received Federal financial aid for post-secondary
education. The investment in our students is immeasurable. | am
committed to every aspect of education from preschoolers’ Head
Start experience to higher education.

The Budget Resolution assumes the elimination of the in-school
interest subsidy for guaranteed student loans. In addition, discre-
tionary higher education programs targeted to low-income students
were assumed to be eliminated. | proposed an amendment to re-
store all of the higher education cuts, which | withdrew after a
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party-line vote in which all Republicans opposed adding back all
cuts in Federal education programs.

HUMANITARIAN AID

My office has received a large number of letters requesting that
the United States’ humanitarian aid be continued. Most Americans
share a deep concern for starving, dying children in a war-torn
world. We are a compassionate people. Let the budget underscore
that.

Children and young people are our most valuable resource and
will shape American’s future, | can think of no other investment
quite as important as funding programs to educate and provide
health care for our children. The Republican Budget Resolution re-
flects a low priority on our children, and that deeply troubles me.
The Budget Resolution’s lack of concern for our elderly and dis-
abled also strikes a somber chord. Because of these and other con-
cerns, | strongly oppose this Budget Resolution.

CARRIE P. MEEK.
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ADDITIONAL VIEWS—ARMY CORPS LOCAL FLOOD
CONTROL AND WATER PROJECTS

We urge the Appropriations Subcommittee on Energy and Water,
when making the spending reductions required to comply with this
Resolution, to place priority on funding for all local flood control
and water projects already begun by the Army Corps of Engineers
before appropriating funds for newly proposed projects.

Notwithstanding this provision, the localities which are required
to provide matching funds for these local flood control and water
projects should retain the option to discontinue them should they
lack the matching funds necessary to qualify for federal funding.

LYNN WOOLSEY.
LOUISE SLAUGHTER.
JERRY F. COSTELLO.
CARRIE P. MEEK.



ADDITIONAL VIEWS HON. JERRY F. COSTELLO

I am concerned the budget resolution adopted by the House
Budget Committee on May 10, while potentially successful in re-
ducing the deficit, is irresponsible fiscal policy. I cannot support a
budget resolution that gives enormous tax breaks to the wealthy
while cutting critical government programs, including a virtual as-
sault on Medicare.

I fully support getting to a balanced budget. In fact, I have voted
for an amendment to the Constitution mandating a balanced fed-
eral budget. The budget resolution for Fiscal year 1996, however,
cuts crucial programs at a time when our federal belt-tightening
will mandate a greater need for certain programs. I am especially
concerned about the deep cuts in education, the elimination of the
Legal Services Corporation and clean coal technology programs, as
well as drastic reductions in mass transit.

The education of our children should be a top priority for our na-
tion. The education our children receive must be adequate in keep-
ing the U.S. economy competitive in the next century. Recent as-
sessments of math and science achievement found that American
children ranked dismally compared with students from other na-
tions. The proportion of young people completing high school has
remained stagnant for a decade, despite the everincreasing de-
mands for education in the job market. National education reforms
under Goals 2000 pointed our nation in the right direction. This
budget, however, eliminates Goals 2000. Having all our students
starting school ready to learn, increasing the high school gradua-
tion rate, teaching every adult to read and ridding our schools of
drugs and violence are not goals we should abandon. While our def-
icit needs to be eliminated, we must not eliminate the education of
future generations.

The budget resolution also eliminates funding for portions of the
federal Impact Aid program. Impact aid provides for the basic edu-
cational program for children enrolled in school districts impacted
by a federal presence such as military installments. The impact aid
program must be properly funded to ensure that those children
educated in schools impacted by a federal presence are guaranteed
a quality, basic educational program.

Federally-connected students deserve the same opportunities as
children in non-impacted areas. Because of where they live or
where their parents work, these children do not bring in the same
local tax dollars as do their non-federally-connected peers, so the
local taxpayer must subsidize their education. This puts an unfair
burden on localities with a strong federal presence. Local govern-
ments justifiably regard federally-connected students as a federal
responsibility; these students are there because of the federal gov-
ernment.
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Year after year we have to fight to continue funding for the im-
pact aid program. Impact aid is a means of survival for school dis-
tricts educating students who live in communities impacted by fed-
eral property. The proposed cuts come at a time when a majority
of states are facing budget deficits and local school districts will
have to either increase local tax revenues or cut programs. It is not
fair to ask local taxpayers to subsidize the bill for federally-con-
nected students, especially at a time when we are promising no
more federal mandates on the states.

The Legal Services Corporation is a good example of a federal
program that is effectively administered at the local level, which is
the direction this Leadership seems to be heading. The Legal Serv-
ices Corporation (LSC) is a private, non-profit corporation estab-
lished by Congress to help provide equal access to justice under the
law for all Americans. It receives funds annually from Congress
and makes grants directly to independent local programs that pro-
vide civil legal assistance to those who otherwise would be unable
to afford it.

At a time when the leadership of this body desires to expand the
role of state and local authority and shrink the size and scope of
the federal government, the Legal Services Corporation sets an ex-
ample of where this idea is working. The LSC is all about giving
authority to localities. The creators of the LSC recognized that de-
cisions about how legal services should be allocated are best made
not by bureaucrats in Washington, but at a local level, by the peo-
ple who understand the problems that face their communities.

The LSC currently provides funds to 323 programs operating
over 1200 neighborhood law offices. Together they serve every
county in the nation. LSC programs provide services to more than
1.7 million clients a year, benefitting approximately 5 million indi-
viduals, the majority of them children living in poverty. The phase-
out of the Legal Service Corporation represented in this budget
eliminates a much-needed program and threatens the life and live-
lihood of every poor or near-poor person in this country.

During the Bush Administration, the Clean Air Act was signed
into law. This law disproportionately affects the midwestern coal
industry because of the high sulfur content of midwestern coal.
Western, low sulfur coal complies more easily to the Clean Air Act.
This budget resolution further hurts the midwestern coal industry
by eliminating clean coal technology development programs. Clean
coal technologies are imperative to the future of the midwestern
coal industry in order for it to be a competitive energy source.

Additionally, by promoting clean coal technologies in our nation
and throughout the world (especially in Eastern Europe and devel-
oping countries) we can help achieve common goals: a cleaner envi-
ronment and less dependence on oil. Innovative clean coal tech-
nologies offer tremendous potential as part of the solution to many
complex problems facing the nation and the world regarding en-
ergy, economic and environmental issues. Coal’'s abundance makes
it one of the nation’s most important strategic resources for build-
ing a more secure energy future. To abandon the future develop-
ment of clean coal technology is a step backward both economically
and environmentally.
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Finally, I want to express my strong reservations about cuts in
mass transit included in this budget. These cuts, coupled with the
Republican welfare package passed by the House earlier this year,
will disproportionately impact those who rely on public transpor-
tation who do not have access or cannot afford private transpor-
tation. This budget assumes people will move off welfare into the
workforce. This will be increasingly difficult since federal programs
are being drastically scaled back, including food assistance, hous-
ing, child care and transportation. In effect, individuals who want
to move into the workforce will be forced to stay home if they have
no way of commuting to a job.

This budget eliminates future funding for expansion of mass
transit projects such as subway systems and light rail projects—
thereby continuing to deny access to those without transportation.
By reducing the federal matching rate for mass transit capital ex-
penditures to fifty percent, local communities who have budgeted
for certain federal assistance will now have to raise local taxes or
raise fares to accommodate this new federal mandate. It is hidden
costs such as these that will hit American citizens hard to pay for
tax cuts which primarily benefit large corporations and the richest
in our society.

This budget is too extreme. It is unfair, and it asks too much of
the majority of Americans. | firmly believe we must continue on a
serious path toward real deficit reduction. Our $4.7 trillion dollar
debt is not a legacy 1, in good conscience, can leave to my children
and grandchildren which is why | think we cannot afford a tax cut
until we reach a balanced budget. However, as we reduce govern-
ment services we must protect those who will be hardest hit by
such reductions.

JERRY F. COSTELLO.



ADDITIONAL VIEWS REGARDING THE DEPARTMENT OF ENERGY'S
DISMANTLEMENT OF NUCLEAR WEAPONS

During Committee markup, |1 asked Congressman Allard, a Mem-
ber of the Committee, about the majority’s intentions regarding the
dismantlement of nuclear weapons performed by the Department of
Energy (DOE). | was told that they intended to privatize these ac-
tivities by handing them over to a private company. | can't believe
they've thought this through: privatizing the dismantlement of nu-
clear weapons is not the same as privatizing janitorial services at
the DOE. The risks to national security, indeed to the very safety
of the American people, require the highest level of supervision by
personnel who have absolutely no interest in cutting corners by re-
ducing their costs for the sake of increasing profits.

EARL POMEROY.
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ADDITIONAL DISSENTING VIEWS OF HON. PATSY T. MINK

The Budget Resolution adopted by the full Budget Committee
outlines a vision for the future of our country in which we will
achieve a zero budget deficit at the expense of working Americans
and the most vulnerable in our society, while increasing the coffers
of the most wealthy. I wish to express my particular concerns
about the Child Nutrition Block Grant and the Davis-Bacon Act,
and clarify the record on cuts to the Perkins College Loan program.

Despite Republican rhetoric to the contrary, the Republican
Budget Resolution confirms and relies on the fact that the Repub-
lican Welfare Reform plan reduces funds for the school lunch and
breakfast programs in order to achieve the necessary budget sav-
ings to reach a zero budget deficit in the year 2002.

According to the Congressional Budget Office (CBO) funds nec-
essary to carryout the programs under the current school-based nu-
trition programs will increase from $8 billion in Fiscal Year 1995
to $10.9 billion in Fiscal Year 2000. However, the Republican
Budget provides only $6.6 billion in Fiscal Year 1996 rising to $8.5
billion in Fiscal Year 2002.

CBO estimates take into account projected increases in enroll-
ment, increases in food prices, and other inflation factors. However,
even if one does not consider these factors (as the Budget Resolu-
tion does not), funds for school nutrition programs will be reduced
under the Republican Budget Resolution. By not taking into ac-
count the inflation factors, the Republican Budget Resolution as-
sumes a savings of $8 billion per year from the repeal of the child
nutrition programs, but replaces those programs with block grant
funds of only 46.6 billion in FY96, $6.9 billion in FY97, $7.2 billion
in FY98, $7.5 billion in FY99 and $7.8 billion in FY2000.

The following chart demonstrates the CBO estimates of the
amount of savings resulting from the repeal of the school-based
children nutrition programs, the Budget Committee estimates of
these same savings, and the amount of money included in the
school-based nutrition block grant.

Fiscal year—
1995 1996 1997 1998 1999 2000

CBO Estimates:

Budget AUTNOTILY ..o (8.093)  (8.565)  (9.142)  (9.739) (10.385) (10.984)

OULIAYS vooeererreereriieeennne . (7.987)  (7.299)  (9.055) ((9.649) (10.271) (10.891)
Budget Committee Estimate:

Budget AULNOTILY ... (8.093) (8.093) (8.093) (8.093)  (8.093)  (8.093)

OULIAYS ovvvoervererieeiienae .. (7985 (7.985) (7.985) (7.985)  (7.985)  (7.985)
Block Grant Funding:

Budget AUTNOTILY ..o s n/a 6.681 6.956 7.237 7.538 7.849

OULIAYS ovooeererreereriieeennae n/a 6.013 6.929 7.209 7.508 7.818

Clearly the funds provided in the School-based Nutrition Block
grant do not equal or exceed the funds which would have been
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available for this program under current law, by both the CBO and
Budget Committee estimates.

I would also like to clarify the record on the issue of the Carl
Perkins Loan program. During the debate on the elimination of the
in-school interest subsidy for the Federal Stafford Student Loan
program, Republican Members made reference to the fact that stu-
dents would be able to take advantage of a full range of other stu-
dent aid programs which they did not cut, including the Perkins
Loan program.

However, according to the documents provided by the Majority,
the Budget Resolution assumes $158 million in annual savings
from capital contributions to the Perkins Loan program. This $158
million are funds normally provided on an annual basis to the
amount of capital available for the Perkins Loan program. The Ad-
ministration requested $178 million for this program for Fiscal
Year 1996.

Finally, the Budget Resolution’s recommendation to repeal the
Davis-Bacon Act, which requires contractors on federally-funded
construction projects to pay their workers no less than a local
area’s prevailing wage rates for the same type of construction, is
ill-advised. It will adversely impact the over one-half million con-
struction workers who currently receive prevailing wages pursuant
to the Davis-Bacon Act.

The Davis-Bacon Act minimizes the exploitation of unskilled and
semi-skilled labor, of which 35% are women and minorities, by en-
suring that if these workers are paid less than the prevailing wage,
they must be enrolled in apprenticeship or training programs that
will help them develop their skills and increase their marketability.
Without Davis-Bacon, contractors will have less incentive to enroll
workers in training programs.

It should be noted that repealing Davis-Bacon will not nec-
essarily lower the cost of construction for the Federal Government
because equating wage reductions with dollar-for-dollar savings
does not account for factors such as the relationship between pro-
ductivity and wages. For example, higher wage rates attract better
skilled and productive workers which result in higher efficiency
and decreases the chance of cost overruns. In addition, estimates
of the savings attributable to the Davis-Bacon Act do not take into
account the loss of income tax revenues from construction workers
whose earnings will be reduced without a Davis-Bacon require-
ment.

A February 1995 study by the University of Utah estimated that
Federal income tax collections would fall by at least $1 billion per
year if Davis-Bacon is repealed. The study which examined the eco-
nomic impacts of the repeal of state Davis-Bacon laws in nine
states also concluded that the repeal of Davis-Bacon would increase
workplace injuries (due to increased use of less skilled workers)
and generate a period of significant cost overruns on Federal con-
struction projects.

In addition, the dislocation of local construction companies is the
most egregious of all effects of the repeal of the Davis-Bacon Act.
These small businesses will lose Federal contracts to larger “pirate”
construction conglomerates who will win Federal contracts solely
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on the basis of low bids without consideration of quality of work-
manship or stability of the local economy.

Davis-Bacon does not require payment of union wage rates. The
perception that the Davis-Bacon rate is “usually the union rate” is
a carry-over from the days preceding 1983, when the prevailing
rate was the union rate if that union rate went to 30% of the work-
ers in any one classification. Since 1983, the prevailing rate is the
union rate only if that union rate is paid to 50% of the workers in
any one classification. Accordingly, only 29% of the prevailing wage
schedules issued by the Department of Labor require Federal con-
tractors to pay collectively-bargained rates across-the-board.

PATSY T. MINK.



ADDITIONAL DISSENTING VIEWS ON REPUBLICAN CUTS IN
STUDENT AID AND CHILD NUTRITION

During consideration of the FY 1996 Budget Resolution, debate
on two deficit-neutral amendments drew an especially clear distinc-
tion between Democrats and Republicans on the Committee: the
Woolsey/Pomeroy amendment to reject cuts in student aid, and the
Woolsey/Roybal-Allard amendment to reject cuts in child nutrition
programs.

STUDENT AID

On May 8, 1995, the New York Times called the Republican
budget “the strongest assault in recent years [on the student aid
programs which] many lower and middle-income families have re-
lied on since passage of the nation’s first major federal student aid
program, the Higher Education Act of 1965.” In supporting the
Woolsey/Pomeroy amendment to restore the college loan interest
subsidy which the government provides to students while they are
in college, we hoped to beat back some of this unfair assault on low
and middle-income college students and their families.

We proposed to pay for this student aid restoration by taking a
bite out of the $350 billion tax cut which Republicans inserted into
the Resolution. We argued that it was unfair to close the classroom
door on college students in order to pay for a tax cut which pri-
marily benefits wealthy special interests.

The Woolsey/Pomeroy amendment to reject Republican cuts in
student aid was defeated on a party line vote. We believe this as-
sault on student aid makes a mockery of our nation’s core values—
the opportunity to get a good education, and the opportunity to get
ahead. In addition, we believe these cuts in student aid threaten
our future economic health and global competitiveness. In a time
when our country needs people who are more educated, not less,
in order to compete in the global marketplace, this assault on our
low and middle-income kids and their families is also an assault on
America’s economic future.

CHILD NUTRITION

The Woolsey/Roybal-Allard amendment to reject Republican cuts
in School Lunch, School Breakfast, and other nutrition programs
was an effort to protect our nation’s most important asset—our
children. Again, the amendment was paid for by slightly scaling
back the Republican $350 billion tax cut. Unfortunately, our na-
tion’s most important asset lost out to the wealthy special interests
who benefit from this tax break, and the amendment was defeated
on a party-line vote.

Committee Republicans argued that their proposed reductions in
funding to meet future needs in child nutrition programs was not
an important issue. They claimed that they were not even cutting
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child nutrition programs, but were simply reducing the rate of in-
crease. They argued that “only in Washington do people call a re-
duction in the rate of increase a cut.” We responded that only in
Washington do people call the mean-spirited deprivation of nutri-
tion to low-income children a “reduction in the rate of increase.”
We believe that Republican efforts to steer the discussion to budg-
etary semantics masks the reality which will confront our children
if this Resolution passes. Children will go hungry.

The “increase” which Republicans propose in this Resolution is
not nearly enough to maintain current services under these child
nutrition programs, primarily due to expanding eligibility and ris-
ing food prices. States would be forced to either deny eligibility to
kids who currently qualify, or cut the nutrition level of the meals
that children receive, or sometimes both.

THE DIFFERENCES ARE REAL

When defending their efforts to cut student aid and child nutri-
tion, Committee Republicans argued that everything must be on
the table in order to reach a balanced budget. This argument fails
to recognize that passage of these amendments would still have led
to a balanced budget by 2002. Republicans failed to acknowledge
that these amendments were not choices between student aid and
a balanced budget, or child nutrition and a balanced budget. These
amendments asked Budget Committee Members for a clear “yes or
no” answer to the following question: Should we take nutrition
away from kids and college aid away from low and middle-income
students in order to pay for tax cuts which put money into the
hands of wealthy special interests? Committee Republicans an-
swered “yes.” Democrats answered “no.” The differences are real.

LYNN WOOLSEY.
EARL POMEROY.
LuciLLE ROYBAL-ALLARD.



APPENDIX

HOUSE CONCURRENT RESOLUTION

Resolved by the House of Representatives (the Senate concurring),

SECTION 1. CONCURRENT RESOLUTION ON THE BUDGET FOR FISCAL
YEAR 1996.

The Congress determines and declares that this resolution is the
concurrent resolution on the budget for fiscal year 1996, including
the appropriate budgetary levels for fiscal years 1997, 1998, 1999,
2000, 2001, and 2002, as required by section 301 of the Congres-
sional Budget Act of 1974.

SEC. 2. RECOMMENDED LEVELS AND AMOUNTS.

The following budgetary levels are appropriate for the fiscal
years beginning on October 1, 1995, October 1, 1996, October 1,
1997, October 1, 1998, October 1, 1999, October 1, 2000, and Octo-
ber 1, 2001:

(1) The recommended levels of Federal revenues are as fol-

lows:

Fiscal year 1996: $1,057,500,000,000.

Fiscal year 1997: $1,058,500,000,000.

Fiscal year 1998: $1,099,600,000,000.

Fiscal year 1999: $1,138,700,000,000.

Fiscal year 2000: $1,189,300,000,000.

Fiscal year 2001: $1,247,200,000,000.

Fiscal year 2002: $1,316,600,000,000.
and the amounts by which the aggregate levels of Federal reve-
nues should be changed are as follows:

Fiscal year 1996: $14,987,000,000.

Fiscal year 1997: —$24,393,000,000.

Fiscal year 1998: —$34,772,000,000.

Fiscal year 1999: —$48,354,000,000.

Fiscal year 2000: —$58,836,000,000.

Fiscal year 2001: —$69,275,000,000.

Fiscal year 2002: —$71,859,000,000.
and the amounts for Federal Insurance Contributions Act reve-
nues for hospital insurance within the recommended levels of
Federal revenues are as follows:

Fiscal year 1996:
Fiscal year 1997:
Fiscal year 1998:
Fiscal year 1999:
Fiscal year 2000:
Fiscal year 2001:
Fiscal year 2002:

$103,815,000,000.
$108,986,000,000.
$114,877,000,000.
$120,698,000,000.
$126,893,000,000.
$133,590,000,000.
$140,425,000,000.
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(2) The appropriate levels of total new budget authority are

as follows:
Fiscal year 1996: $1,285,900,000,000.
Fiscal year 1997: $1,321,900,000,000.
Fiscal year 1998: $1,355,800,000,000.
Fiscal year 1999: $1,388,800,000,000.
Fiscal year 2000: $1,421,800,000,000.
Fiscal year 2001: $1,436,000,000,000.
Fiscal year 2002: $1,459,800,000,000.

(3) The appropriate levels of total budget outlays are as fol-

lows:
Fiscal year 1996: $1,287,000,000,000.
Fiscal year 1997: $1,313,900,000,000.
Fiscal year 1998: $1,326,800,000,000.
Fiscal year 1999: $1,363,500,000,000.
Fiscal year 2000: $1,400,800,000,000.
Fiscal year 2001: $1,414,200,000,000.
Fiscal year 2002: $1,437,300,000,000.
(4) The amounts of the deficits are as follows:
Fiscal year 1996: —$229,500,000,000.
Fiscal year 1997: —$255,400,000,000.
Fiscal year 1998: —$227,200,000,000.
Fiscal year 1999: —$224,800,000,000.
Fiscal year 2000: —$211,500,000,000.
Fiscal year 2001: —$167,000,000,000.
Fiscal year 2002: —$120,700,000,000.
(5) The appropriate levels of the public debt are as follows:
Fiscal year 1996: $5,195,000,000,000.
Fiscal year 1997: $5,516,100,000,000.
Fiscal year 1998: $5,809,800,000,000.
Fiscal year 1999: $6,099,700,000,000.
Fiscal year 2000: $6,374,300,000,000.
Fiscal year 2001: $6,614,400,000,000.
Fiscal year 2002: $6,806,100,000,000.

(6) The appropriate levels of total Federal credit activity for
the fiscal years beginning on October 1, 1995, October 1, 1996,
October 1, 1997, October 1, 1998, October 1, 1999, October 1,
2000, and October 1, 2001 are as follows:

Fiscal year 1996:
(A) New direct loan obligations, $37,600,000,000.
(B) New primary loan guarantee commitments,
$193,400,000,000.
Fiscal year 1997:
(A) New direct loan obligations, $40,200,000,000.
(B) New primary loan guarantee commitments,
$187,900,000,000.
Fiscal year 1998:
(A) New direct loan obligations, $42,300,000,000.
(B) New primary loan guarantee commitments,
$185,300,000,000.
Fiscal year 1999:
(A) New direct loan obligations, $45,700,000,000.
(B) New primary loan guarantee commitments,
$183,300,000,000.
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Fiscal year 2000:
(A) New direct loan obligations, $45,800,000,000.
(B) New primary loan guarantee commitments,
$184,700,000,000.
Fiscal year 2001:
(A) New direct loan obligations, $45,800,000,000.
(B) New primary loan guarantee commitments,
$186,100,000,000.
Fiscal year 2002:
(A) New direct loan obligations, $46,100,000,000.
(B) New primary loan guarantee commitments,
$187,600,000,000.

SEC. 3. MAJOR FUNCTIONAL CATEGORIES.

The Congress determines and declares that the appropriate lev-
els of new budget authority, budget outlays, new direct loan obliga-
tions, new primary loan guarantee commitments, and new second-
ary loan guarantee commitments for fiscal years 1996 through
2002 for each major functional category are:

(1) National Defense (050):
Fiscal year 1996:
(A) New budget authority, $267,300,000,000.
(B) Outlays, $265,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$1,700,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:
(A) New budget authority, $269,300,000,000.
(B) Outlays, $265,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$1,700,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:
(A) New budget authority, $277,300,000,000.
(B) Outlays, $265,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$1,700,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:
(A) New budget authority, $281,300,000,000.
(B) Outlays, $271,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$1,700,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:
(A) New budget authority, $287,300,000,000.
(B) Outlays, $279,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$1,700,000,000.
(E) New secondary loan guarantee commitments, $0.
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Fiscal year 2001:
(A) New budget authority, $287,300,000,000.
(B) Outlays, $279,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$1,700,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:
(A) New budget authority, $287,200,000,000.
(B) Outlays, $279,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$1,700,000,000.
(E) New secondary loan guarantee commitments, $0.
(2) International Affairs (150):
Fiscal year 1996:
(A) New budget authority, $15,800,000,000.
(B) Outlays, $17,000,000,000.
(C) New direct loan obligations, $5,700,000,000.
(D) New primary loan guarantee commitments,
$16,300,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:
(A) New budget authority, $13,700,000,000.
(B) Outlays, $15,100,000,000.
(C) New direct loan obligations, $5,700,000,000.
(D) New primary loan guarantee commitments,
$16,300,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:
(A) New budget authority, $11,300,000,000.
(B) Outlays, $13,300,000,000.
(C) New direct loan obligations, $5,700,000,000.
(D) New primary loan guarantee commitments,
$16,300,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:
(A) New budget authority, $9,700,000,000.
(B) Outlays, $11,500,000,000.
(C) New direct loan obligations, $5,700,000,000.
(D) New primary loan guarantee commitments,
$16,300,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:
(A) New budget authority, $10,500,000,000.
(B) Outlays, $10,000,000,000.
(C) New direct loan obligations, $5,700,000,000.
(D) New primary loan guarantee commitments,
$16,300,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001
(A) New budget authority, $12,000,000,000.
(B) Outlays, $11,100,000,000.
(C) New direct loan obligations, $5,700,000,000.
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(D) New primary loan guarantee commitments,
$16,300,000,000.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:

(A) New budget authority, $12,000,000,000.

(B) Outlays, $10,700,000,000.

(C) New direct loan obligations, $5,700,000,000.

(D) New primary loan guarantee commitments,

$16,300,000,000.
(E) New secondary loan guarantee commitments, $0.
(3) General Science, Space, and Technology (250):

Fiscal year 1996:

(A) New budget authority, $16,700,000,000.

(B) Outlays, $16,900,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:

(A) New budget authority, $16,300,000,000.

(B) Outlays, $16,600,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:

(A) New budget authority, $15,700,000,000.

(B) Outlays, $16,000,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999 :

(A) New budget authority, $15,300,000,000.

(B) Outlays, $15,400,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:

(A) New budget authority, $14,900,000,000.

(B) Outlays, $14,900,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001

(A) New budget authority, $14,900,000,000.

(B) Outlays, $14,900,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:

(A) New budget authority, $14,900,000,000.

(B) Outlays, $14,900,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.

(4) Energy (270):



216

Fiscal year 1996:

(A) New budget authority, $4,400,000,000.

(B) Outlays, $4,300,000,000.

(C) New direct loan obligations, $1,200,000,000.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:

(A) New budget authority, $3,900,000,000.

(B) Outlays, $3,200,000,000.

(C) New direct loan obligations, $1,200,000,000.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:

(A) New budget authority, $3,600,000,000.

(B) Outlays, $2,900,000,000.

(C) New direct loan obligations, $1,200,000,000.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:

(A) New budget authority, $3,900,000,000.

(B) Outlays, $3,100,000,000.

(C) New direct loan obligations, $1,200,000,000.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:

(A) New budget authority, $3,600,000,000.

(B) Outlays, $2,700,000,000.

(C) New direct loan obligations, $1,200,000,000.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001:

(A) New budget authority, $3,600,000,000.

(B) Outlays, $2,500,000,000.

(C) New direct loan obligations, $1,200,000,000.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:

(A) New budget authority, $3,500,000,000.

(B) Outlays, $2,300,000,000.

(C) New direct loan obligations, $1,200,000,000.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.

(5) Natural Resources and Environment (300):

Fiscal year 1996:

(A) New budget authority, $19,300,000,000.

(B) Outlays, $20,200,000,000.

(C) New direct loan obligations, $100,000,000.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:

(A) New budget authority, $19,100,000,000.

(B) Outlays, $19,900,000,000.

(C) New direct loan obligations, $100,000.

(D) New primary loan guarantee commitments, $0.
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(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:
(A) New budget authority, $17,200,000,000.
(B) Outlays, $17,800,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:
(A) New budget authority, $18,600,000,000.
(B) Outlays, $19,100,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:
(A) New budget authority, $17,400,000,000.
(B) Outlays, $17,800,000,000.
(C) New direct loan obligations, $100,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001:
(A) New budget authority, $17,900,000,000.
(B) Outlays, $18,200,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:
(A) New budget authority, $17,800,000,000.
(B) Outlays, $18,100,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
(6) Agriculture (350):
Fiscal year 1996:
(A) New budget authority, $13,000,000,000.
(B) Outlays, $11,800,000,000.
(C) New direct loan obligations, $11,500,000,000.
(D) New primary loan guarantee commitments,
$5,700,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:
(A) New budget authority, $12,800,000,000.
(B) Outlays, $11,500,000,000.
(C) New direct loan obligations, $11,500,000,000.
(D) New primary loan guarantee commitments,
$5,700,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:
(A) New budget authority, $11,600,000,000.
(B) Outlays, $10,400,000,000.
(C) New direct loan obligations, $10,900,000,000.
(D) New primary loan guarantee commitments,
$5,700,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:
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(A) New budget authority, $11,400,000,000.
(B) Outlays, $10,100,000,000.
(C) New direct loan obligations, $11,600,000,000.
(D) New primary loan guarantee commitments,
$5,700,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:
(A) New budget authority, $10,200,000,000.
(B) Outlays, $9,000,000,000.
(C) New direct loan obligations, $11,400,000,000.
(D) New primary loan guarantee commitments,
$5,700,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001:
(A) New budget authority, $8,100,000,000.
(B) Outlays, $7,100,000,000.
(C) New direct loan obligations, $11,100,000,000.
(D) New primary loan guarantee commitments,
$5,700,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:
(A) New budget authority, $8,100,000,000.
(B) Outlays, $7,000,000,000.
(C) New direct loan obligations, $10,900,000,000.
(D) New primary loan guarantee commitments,
$5,700,000,000.
(E) New secondary loan guarantee commitments, $0.
(7) Commerce and Housing Credit (370):
Fiscal year 1996:
(A) New budget authority, $2,300,000,000.
(B) Outlays, —$6,900,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commitments,
$123,100,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:
(A) New budget authority, $4,100,000,000.
(B) Outlays, —$2,600,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commitments,
$123,100,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:
(A) New budget authority, $2,800,000,000.
(B) Outlays, —$4,700,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commitments,
$123,100,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:
(A) New budget authority, $2,200,000,000.
(B) Outlays, —$3,000,000,000.
(C) New direct loan obligations, $1,400,000,000.
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(D) New primary loan guarantee commitments,
$123,100,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:
(A) New budget authority, $1,900,000,000.
(B) Outlays, —$2,200,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commitments,
$123,100,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001:
(A) New budget authority, $1,300,000,000.
(B) Outlays, —$2,500,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commitments,
$123,100,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:
(A) New budget authority, $1,000,000,000.
(B) Outlays, —$2,600,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commitments,
$123,100,000,000.
(E) New secondary loan guarantee commitments, $0.
(8) Transportation (400):
Fiscal year 1996:
(A) New budget authority, $40,500,000,000.
(B) Outlays, $38,800,000,000.
(C) New direct loan obligations, $200,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:
(A) New budget authority, $42,700,000,000.
(B) Outlays, $37,500,000,000.
(C) New direct loan obligations, $200,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:
(A) New budget authority, $43,500,000,000.
(B) Outlays, $36,600,000,000.
(C) New direct loan obligations, $200,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:
(A) New budget authority, $43,700,000,000.
(B) Outlays, $35,600,000,000.
(C) New direct loan obligations, $200,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:
(A) New budget authority, $44,300,000,000.
(B) Outlays, $34,900,000,000.
(C) New direct loan obligations, $200,000,000.
(D) New primary loan guarantee commitments, $0.
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(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001:

(A) New budget authority, $43,800,000,000.

(B) Outlays, $34,200,000,000.

(C) New direct loan obligations, $200,000,000.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:

(A) New budget authority, $43,300,000,000.

(B) Outlays, $33,700,000,000.

(C) New direct loan obligations, $200,000,000.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.

(9) Community and Regional Development (450):

Fiscal year 1996:
(A) New budget authority, $6,700,000,000.
(B) Outlays, $9,900,000,000.
(C) New direct loan obligations, $2,700,000,000.
(D) New primary loan guarantee commitments,
$1,200,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:
(A) New budget authority, $6,700,000,000.
(B) Outlays, $7,800,000,000.
(C) New direct loan obligations, $2,700,000,000.
(D) New primary loan guarantee commitments,
$1,200,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:
(A) New budget authority, $6,700,000,000.
(B) Outlays, $6,700,000,000.
(C) New direct loan obligations, $2,700,000,000.
(D) New primary loan guarantee commitments,
$1,200,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:
(A) New budget authority, $6,700,000,000.
(B) Outlays, $6,500,000,000.
(C) New direct loan obligations, $2,700,000,000.
(D) New primary loan guarantee commitments,
$1,200,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:
(A) New budget authority, $6,700,000,000.
(B) Outlays, $6,600,000,000.
(C) New direct loan obligations, $2,700,000,000.
(D) New primary loan guarantee commitments,
$1,200,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001:
(A) New budget authority, $6,200,000,000.
(B) Outlays, $6,400,000,000.
(C) New direct loan obligations, $2,700,000,000.



221

(D) New primary loan guarantee commitments,
$1,200,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:
(A) New budget authority, $6,100,000,000.
(B) Outlays, $6,400,000,000.
(C) New direct loan obligations, $2,700,000,000.
(D) New primary loan guarantee commitments,
$1,200,000,000.
(E) New secondary loan guarantee commitments, $0.
(10) Education, Training, Employment, and Social Services
(500):
Fiscal year 1996:
(A) New budget authority, $45,700,000,000.
(B) Outlays, $52,300,000,000.
(C) New direct loan obligations, $13,600,000,000.
(D) New primary loan guarantee commitments,
$16,300,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:
(A) New budget authority, $45,000,000,000.
(B) Outlays, $46,400,000,000.
(C) New direct loan obligations, $16,300,000,000.
(D) New primary loan guarantee commitments,
$15,900,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:
(A) New budget authority, $44,900,000,000.
(B) Outlays, $44,600,000,000.
(C) New direct loan obligations, $19,100,000,000.
(D) New primary loan guarantee commitments,
$15,200,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:
(A) New budget authority, $45,400,000,000.
(B) Outlays, $44,700,000,000.
(C) New direct loan obligations, $21,800,000,000.
(D) New primary loan guarantee commitments,
$14,300,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:
(A) New budget authority, $45,900,000,000.
(B) Outlays, $45,200,000,000.
(C) New direct loan obligations, $21,900,000,000.
(D) New primary loan guarantee commitments,
$15,000,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001
(A) New budget authority, $45,000,000,000.
(B) Outlays, $44,200,000,000.
(C) New direct loan obligations, $22,000,000,000.
(D) New primary loan guarantee commitments,
$15,800,000,000.
(E) New secondary loan guarantee commitments, $0.
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Fiscal year 2002:
(A) New budget authority, $44,600,000,000.
(B) Outlays, $43,700,000,000.
(C) New direct loan obligations, $22,200,000,000.
(D) New primary loan guarantee commitments,
$16,600,000,000.
(E) New secondary loan guarantee commitments, $0.

(11) Health (550):

Fiscal year 1996:
(A) New budget authority, $121,900,000,000.
(B) Outlays, $122,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$300,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:
(A) New budget authority, $127,700,000,000.
(B) Outlays, $127,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$300,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:
(A) New budget authority, $132,100,000,000.
(B) Outlays, $132,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$300,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:
(A) New budget authority, $136,700,000,000.
(B) Outlays, $136,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$300,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:
(A) New budget authority, $141,500,000,000.
(B) Outlays, $141,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$300,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001:
(A) New budget authority, $146,300,000,000.
(B) Outlays, $146,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$300,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:
(A) New budget authority, $149,100,000,000.
(B) Outlays, $148,900,000,000.
(C) New direct loan obligations, $0.
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(D) New primary loan guarantee commitments,
$300,000,000.
(E) New secondary loan guarantee commitments, $0.
(12) Medicare (570):
Fiscal year 1996:
(A) New budget authority, $177,600,000,000.
(B) Outlays, $175,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:
(A) New budget authority, $186,600,000,000.
(B) Outlays, $185,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:
(A) New budget authority, $195,900,000,000.
(B) Outlays, $194,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:
(A) New budget authority, $206,300,000,000.
(B) Outlays, $203,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:
(A) New budget authority, $214,800,000,000.
(B) Outlays, $212,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001:
(A) New budget authority, $224,400,000,000.
(B) Outlays, $222,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:
(A) New budget authority, $234,600,000,000.
(B) Outlays, $232,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
(13) Income Security (600):
Fiscal year 1996:
(A) New budget authority, $222,700,000,000.
(B) Outlays, $225,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$100,000,000.
(E) New secondary loan guarantee commitments, $0.
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Fiscal year 1997:
(A) New budget authority, $231,800,000,000.
(B) Outlays, $235,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$100,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:
(A) New budget authority, $248,400,000,000.
(B) Outlays, $243,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$100,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:
(A) New budget authority, $255,400,000,000.
(B) Outlays, $254,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$100,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:
(A) New budget authority, $265,900,000,000.
(B) Outlays, $267,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$100,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001:
(A) New budget authority, $267,600,000,000.
(B) Outlays, $269,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$100,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:
(A) New budget authority, $277,600,000,000.
(B) Outlays, $279,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,
$100,000,000.
(E) New secondary loan guarantee commitments, $0.
(14) Social Security (650):
Fiscal year 1996:
(A) New budget authority, $5,900,000,000.
(B) Outlays, $8,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:
(A) New budget authority, $8,100,000,000.
(B) Outlays, $10,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
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(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:
(A) New budget authority, $8,800,000,000.
(B) Outlays, $11,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:
(A) New budget authority, $9,600,000,000.
(B) Outlays, $12,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:
(A) New budget authority, $10,500,000,000.
(B) Outlays, $12,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001:
(A) New budget authority, $11,100,000,000.
(B) Outlays, $13,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:
(A) New budget authority, $11,700,000,000.
(B) Outlays, $14,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
(15) Veterans Benefits and Services (700):
Fiscal year 1996:
(A) New budget authority, $37,600,000,000.
(B) Outlays, $36,900,000,000.
(C) New direct loan obligations, $1,200,000,000.
(D) New primary loan guarantee commitments,
$26,700,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:
(A) New budget authority, $38,100,000,000.
(B) Outlays, $38,100,000,000.
(C) New direct loan obligations, $1,100,000,000.
(D) New primary loan guarantee commitments,
$21,600,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:
(A) New budget authority, $38,500,000,000.
(B) Outlays, $38,500,000,000.
(C) New direct loan obligations, $1,000,000,000.
(D) New primary loan guarantee commitments,
$19,700,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:
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(A) New budget authority, $39,100,000,000.
(B) Outlays, $39,000,000,000.
(C) New direct loan obligations, $1,000,000,000.
(D) New primary loan guarantee commitments,
$18,600,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:
(A) New budget authority, $39,200,000,000.
(B) Outlays, $40,600,000,000.
(C) New direct loan obligations, $1,200,000,000.
(D) New primary loan guarantee commitments,
$19,300,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001:
(A) New budget authority, $39,700,000,000.
(B) Outlays, $41,200,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commitments,
$19,900,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:
(A) New budget authority, $40,100,000,000.
(B) Outlays, $41,600,000,000.
(C) New direct loan obligations, $1,700,000,000.
(D) New primary loan guarantee commitments,
$20,600,000,000.
(E) New secondary loan guarantee commitments, $0.
(16) Administration of Justice (750):
Fiscal year 1996:
(A) New budget authority, $17,800,000,000.
(B) Outlays, $17,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:
(A) New budget authority, $16,900,000,000.
(B) Outlays, $17,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:
(A) New budget authority, $16,600,000,000.
(B) Outlays, $16,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:
(A) New budget authority, $16,400,000,000.
(B) Outlays, $16,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:
(A) New budget authority, $16,400,000,000.
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(B) Outlays, $16,600,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001:

(A) New budget authority, $16,000,000,000.

(B) Outlays, $16,200,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:

(A) New budget authority, $15,900,000,000.

(B) Outlays, $16,100,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.

(17) General Government (800):

Fiscal year 1996:

(A) New budget authority, $11,600,000,000.

(B) Outlays, $12,400,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:

(A) New budget authority, $11,600,000,000.

(B) Outlays, $11,800,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:

(A) New budget authority, $12,500,000,000.

(B) Outlays, $12,600,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:

(A) New budget authority, $11,700,000,000.

(B) Outlays, $11,500,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:

(A) New budget authority, $12,100,000,000.

(B) Outlays, $12,000,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001

(A) New budget authority, $11,300,000,000.

(B) Outlays, $11,100,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:
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(A) New budget authority, $11,300,000,000.

(B) Outlays, $11,000,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(18) Net Interest (900):

Fiscal year 1996:

(A) New budget authority, $295,800,000,000.

(B) Outlays, $295,800,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:

(A) New budget authority, $304,100,000,000.

(B) Outlays, $304,100,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:

(A) New budget authority, $308,400,000,000.

(B) Outlays, $308,400,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:

(A) New budget authority, $314,300,000,000.

(B) Outlays, $314,300,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:

(A) New budget authority, $319,400,000,000.

(B) Outlays, $319,400,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001:

(A) New budget authority, $320,000,000.

(B) Outlays, $320,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:

(A) New budget authority, $322,600,000,000.

(B) Outlays, $322,600,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.

(19) Allowances (920):

Fiscal year 1996:
(A) New budget authority, $2,300,000,000.
(B) Outlays, $1,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
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(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:

(A) New budget authority, $2,400,000,000.

(B) Outlays, $2,300,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:

(A) New budget authority, $2,400,000,000.

(B) Outlays, $2,500,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:

(A) New budget authority, $2,500,000,000.

(B) Outlays, $2,700,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:

(A) New budget authority, $2,600,000,000.

(B) Outlays, $2,800,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001:

(A) New budget authority, $2,600,000,000.

(B) Outlays, 2,900,000,000

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:

(A) New budget authority, $2,600,000,000.

(B) Outlays, $2,900,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.

(20) Undistributed Offsetting Receipts (950):

Fiscal year 1996:

(A) New budget authority, $34,400,000,000.

(B) Outlays, $34,400,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1997:

(A) New budget authority, $34,200,000,000.

(B) Outlays, $34,200,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:

(A) New budget authority, $37,600,000,000.

(B) Outlays, $37,600,000,000.

(C) New direct loan obligations, $0.
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(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:

(A) New budget authority, $36,400,000,000.

(B) Outlays, $36,400,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2000:

(A) New budget authority, $38,100,000,000.

(B) Outlays, $38,100,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2001:

(A) New budget authority, $37,900,000,000.

(B) Outlays, $37,900,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 2002:

(A) New budget authority, $39,000,000,000.

(B) Outlays, $39,000,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.

SEC. 4. RECONCILIATION.

(3)(1) Not later than July 14, 1995, the House committees named
in paragraphs (1) through (12) of subsection (b) of this section shall
submit their recommendations to the House Committee on the
Budget. After receiving those recommendations, the House Com-
mittee on the Budget shall report to the House a reconciliation bill
carrying out all such recommendations without any substantive re-
vision.

(2) Each committee named in paragraphs (1) through (11) of sub-
section (b) shall report changes in laws within its jurisdiction that
provide direct spending such that the total level of direct spending
for that committee for—

(A) fiscal year 1996,
(B) the 5-year period beginning with fiscal year 1996 and
ending with fiscal year 2000, and
(C) the 7-year period beginning with fiscal year 1996 and
ending with fiscal year 2002,
does not exceed the total level of direct spending in that period in
the paragraph applicable to that committee.

(3) Each committee named in paragraphs (2)(B), (4)(B), (5)(B),
and (6)(B) of subsection (b) shall report changes in laws within its
jurisdiction as set forth in the paragraph applicable to that commit-
tee.

(4) The Committee on Ways and Means shall carry out sub-
section (b)(12).

(b)(1) The House Committee on Agriculture: $35,824,000,000 in
outlays in fiscal year 1996, $171,886,000,000 in outlays in fiscal
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years 1996 through 2000, and $263,102,000,000 in outlays in fiscal
years 1996 through 2002.

(2)(A) The House Committee on Banking and Financial Services:
—$12,897,000,000 in outlays in fiscal year 1996, —$43,065,000,000
in outlays in fiscal years 1996 through 2000, and —$57,184,000,000
in outlays in fiscal years 1996 through 2002.

(B) The House Committee on Banking and Financial Services
shall report changes in laws within its jurisdiction that would re-
duce the deficit by: $0 in fiscal year 1996, —$100,000,000 in fiscal
years 1996 through 2000, and —$260,000,000 in fiscal years 1996
through 2002.

(3) The House Committee on Commerce: $293,665,000,000 in out-
lays in fiscal year 1996, $1,726,600,000,000 in outlays in fiscal
years 1996 through 2000, and $2,625,094,000,000 in outlays in fis-
cal years 1996 through 2002.

(4)(A) The House Committee on Economic and Educational Op-
portunities: $13,727,000,000 in outlays in fiscal year 1996,
$61,570,000,000 in outlays in fiscal years 1996 through 2000, and
$95,520,000,000 in outlays in fiscal years 1996 through 2002.

(B) In addition to changes in law reported pursuant to subpara-
graph (A), the House Committee on Economic and Educational Op-
portunities shall report program changes in laws within its juris-
diction that would result in a reduction in outlays as follows:
—$720,000,000 in fiscal year 1996, —$5,908,000,000 in fiscal years
1996 through 2000, and —$9,018,000,000 in fiscal years 1996
through 2002.

(5)(A) The House Committee on Government Reform and Over-
sight: $57,725,000,000 in outlays in fiscal year 1996,
$313,647,000,000 in outlays in fiscal years 1996 through 2000, and
$455,328,000,000 in outlays in fiscal years 1996 through 2002.

(B) In addition to changes in law reported pursuant to subpara-
graph (A), the House Committee on Government Reform and Over-
sight shall report changes in laws within its jurisdiction that would
reduce the deficit by: —$988,000,000 in fiscal year 1996,
—$9,618,000,000 in fiscal years 1996 through 2000, and
—$14,740,000,000 in fiscal years 1996 through 2002.

(6)(A) The House Committee on International Relations:
$14,246,000,000 in outlays in fiscal year 1996, $62,076,000,000 in
outlays in fiscal years 1996 through 2000, and $83,206,000,000 in
outlays in fiscal years 1996 through 2002.

(B) In addition to changes in law reported pursuant to subpara-
graph (A), the House Committee on International Relations shall
report changes in laws within its jurisdiction that would reduce the
deficit by: —$19,000,000,000 in fiscal year 1996, —$95,000,000,000
in fiscal years 1996 through 2000, and —$123,000,000 in fiscal
years 1996 through 2002.

(7) The House Committee on the Judiciary: $2,580,000,000 in
outlays in fiscal year 1996, $14,043,000,000 in outlays in fiscal
years 1996 through 2000, and $20,029,000,000 in outlays in fiscal
years 1996 through 2002.

(8) The House Committee on National Security: $38,769,000,000
in outlays in fiscal year 1996, $224,682,000,000 in outlays in fiscal
years 1996 through 2000, and $328,334,000,000 in outlays in fiscal
years 1996 through 2002.
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(9) The House Committee on Resources: $1,558,000,000 in out-
lays in fiscal year 1996, $6,532,000,000 in outlays in fiscal years
1996 through 2000, and $12,512,000,000 in outlays in fiscal years
1996 through 2002.

(10) The House Committee on Transportation and Infrastructure:
$16,636,000,000 in outlays in fiscal year 1996, $83,227,000,000 in
outlays in fiscal years 1996 through 2000, and $117,079,000,000 in
outlays in fiscal years 1996 through 2002.

(11) The House Committee on Veterans' Affairs: $19,041,000,000
in outlays in fiscal year 1996, $105,965,000,000 in outlays in fiscal
years 1996 through 2000, and $154,054,000,000 in outlays in fiscal
years 1996 through 2002.

(12)(A) The House Committee on Ways and Means shall report
changes in laws within its jurisdiction that provide direct spending
such that the total level of direct spending for that committee for—

(i) fiscal year 1996,
(i) the 5-year period beginning with fiscal year 1996 and
ending with fiscal year 2000, and
(iii) the 7-year period beginning with fiscal year 1996 and
ending with fiscal year 2002,
does not exceed the following level in that period: $356,336,000,000
in outlays in fiscal year 1996, $2,152,905,000,000 in outlays in fis-
cal years 1996 through 2000, and $3,297,787,000,000 in outlays in
fiscal years 1996 through 2002.

(B) In addition to changes in law reported pursuant to subpara-
graph (A), the House Committee on Ways and Means shall report
changes in laws within its jurisdiction such that the total level of
revenues for that committee for—

(i) fiscal year 1996,
(if) the 5-year period beginning with fiscal year 1996 and
ending with fiscal year 2000, and
(iii) the 7-year period beginning with fiscal year 1996 and
ending with fiscal year 2002,
is not less than the following amount in that period:
$1,027,612,000,000 in fiscal year 1996, $5,371,087,000,000 in fiscal
years 1996 through 2000, and $7,836,405,000,000 in fiscal years
1996 through 2002.

(c)(1) Not later than September 14, 1995, the House committees
named in paragraphs (2) and (3) shall submit their recommenda-
tions to the House Committee on the Budget. After receiving those
recommendations, the House Budget Committee shall report to the
House a reconciliation bill carrying out all such recommendations
without any substantive revisions.

(2) In addition to changes in laws reported pursuant to sub-
section (b)(3), the House Committee on Commerce shall report
changes in laws within its jurisdiction that provide direct spending
such that the total level of direct spending for that committee for—

(A) fiscal year 1996,
(B) the 5-year period beginning with fiscal year 1996 and
ending with fiscal year 2000, and
(C) the 7-year period beginning with fiscal year 1996 and
ending with fiscal year 2002,
does not exceed the following level in that period: $287,165,000,000
in outlays in fiscal year 1996, $1,592,200,000,000 in outlays in fis-



233

cal years 1996 through 2000, and $2,338,694,000,000 in outlays in
fiscal years 1996 through 2002.

(3) In addition to changes in laws reported pursuant to sub-
section (b)(12), the House Committee on Ways and Means shall re-
port changes in laws within its jurisdiction that provide direct
spending such that the total level of direct spending for that com-
mittee for—

(A) fiscal year 1996,
(B) the 5-year period beginning with fiscal year 1996 and
ending with fiscal year 2000, and
(C) the 7-year period beginning with fiscal year 1996 and
ending with fiscal year 2002,
does not exceed the following level in that period: $349,836,000,000
in outlays in fiscal year 1996, $2,018,505,000,000 in outlays in fis-
cal years 1996 through 2000, and $3,009,387,000,000 in outlays in
fiscal years 1996 through 2002.

(d) For purposes of this section, the term “direct spending” has
the meaning given to such term in section 250(c)(8) of the Balanced
Budget and Emergency Deficit Control Act of 1985.

SEC. 5. SALE OF GOVERNMENT ASSETS.

(a) SENSE oF CoNGREss.—It is the sense of the Congress that—

(1) the prohibition on scoring asset sales has discouraged the

sale of assets that can be better managed by the private sector
and generate receipts to reduce the Federal budget deficit;

(2) the President's fiscal year 1996 budget included
$8,000,000,000 in receipts from asset sales and proposed a
change in the asset sale scoring rule to allow the proceeds from
these sales to be scored;

(3) assets should not be sold if such sale would increase the
budget deficit over the long run; and

(4) the asset sale scoring prohibition should be repealed and
consideration should be given to replacing it with a methodol-
ogy that takes into account the long-term budgetary impact of
asset sale.

(b) BUDGETARY TREATMENT.—For purposes of the Congressional
Budget Act of 1974, the amounts realized from sales of assets shall
be scored with respect to the level of budget authority, outlays, or
revenues.

(c) DeFINnITION.—For purposes of this section, the term “sale of
an asset” shall have the same meaning as under section 250(c)(21)
of the Balanced Budget and Emergency Deficit Control Act of 1985.

(d) TREATMENT OF LoAN AsseTs.—For purposes of this section,
the sale of loan assets or the prepayment of a loan shall be gov-
erned by the terms of the Federal Credit Reform Act of 1990.

SEC. 6. INTERNAL REVENUE SERVICE COMPLIANCE INITIATIVE.

(&) AbausTMENTS.—(1) For purposes of points of order under the
Congressional Budget Act of 1974 and concurrent resolutions on
the budget—

(A) the discretionary spending limits under section 601(a)(2)
of that Act (and those limits as cumulatively adjusted) for the
current fiscal year and each outyear;

(B) the allocations to the Committee on Appropriations
under sections 302(a) and 602(a) of that Act; and
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(C) the appropriate budgetary aggregates in the most re-

cently agreed to concurrent resolution on the budget,

shall be adjusted to reflect the amounts of additional new budget
authority or additional outlays (as defined in paragraph (2)) re-
ported by the Committee on Appropriations in appropriation Acts
(or by the committee of conference on such legislation) for the In-
ternal Revenue Service compliance initiative activities in any fiscal
year, but not to exceed in any fiscal year $405,000,000 in new
budget authority and $405,000,000 in outlays.

(2) As used in this section, the terms “additional new budget au-
thority” or “additional outlays” shall mean, for any fiscal year,
budget authority or outlays (as the case may be) in excess of the
amounts requested for that fiscal year for the Internal Revenue
Service in the President’'s Budget for fiscal year 1996.

(b) REVISED LIMITS, ALLOCATIONS, AND AGGREGATES.—Upon the
reporting of legislation pursuant to subsection (a), and again upon
the submission of a conference report on such legislation (if a con-
ference report is submitted), the chairman of the Committee on the
Budget of the Senate or the House of Representatives (as the case
may be) shall submit to that chairman’s respective House appro-
priately revised—

(1) discretionary spending limits under section 601(a)(2) of
the Congressional Budget Act of 1974 (and those limits as cu-
mulatively adjusted) for the current fiscal year and each out-
year;

(2) allocations to the Committee on Appropriations under
sections 302(a) and 602(a) of that Act; and

(3) appropriate budgetary aggregates in the most recently
agreed to concurrent resolution on the budget,

to carry out this subsection. These revised discretionary spending
limits, allocations, and aggregates shall be considered for purposes
of congressional enforcement under that Act as the discretionary
spending limits, allocations, and aggregates.

() REPORTING REVISED SUBALLOCATIONS.—The Committees on
Appropriations of the Senate and the House of Representatives
may report appropriately revised suballocations pursuant to sec-
tions 302(b)(1) and 602(b)(1) of the Congressional Budget Act of
1974 to carry out this section.

(d) CONTINGENCIES.—

(1) The Internal Revenue Service and the Department of the
Treasury have certified that they are firmly committed to the
principles of privacy, confidentiality, courtesy, and protection of
taxpayer rights. To this end, the Internal Revenue Service and
the Department of the Treasury have explicitly committed to
initiate and implement educational programs for any new em-
ployees hired as a result of the compliance initiative made pos-
sible by this section.

(2) This section shall not apply to any additional new budget
authority or additional outlays unless—

(A) the chairmen of the Budget Committees certify,
based upon information from the Congressional Budget Of-
fice, the General Accounting Office, and the Internal Reve-
nue Service (as well as from any other sources they deem
relevant), that such budget authority or outlays will not
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increase the total of the Federal budget deficits over the
next five years; and

(B) any funds made available pursuant to such budget
authority or outlays are available only for the purpose of
carrying out Internal Revenue Service compliance initia-
tive activities.

SEC. 7. SENSE OF THE CONGRESS ON BASELINES.

(a) FINDINGS.—The Congress finds that:

(1) Baselines are projections of future spending if existing
policies remain unchanged.

(2) Under baseline assumptions, spending automatically
rises with inflation even if such increases are not provided
under current law.

(3) Baseline budgeting is inherently biased against policies
that would reduce the projected growth in spending because
such policies are scored as a reduction from a rising baseline.

(4) The baseline concept has encouraged Congress to abdi-
cate its constitutional responsibility to control the public purse
for programs which are automatically funded under existing
law.

(b) SENSe oF CoNGREss.—It is the sense of the Congress that
baseline budgeting should be replaced with a form of budgeting
that requires full justification and analysis of budget proposals and
maximizes congressional accountability for public spending.

SEC. 8. SENSE OF CONGRESS ON EMERGENCIES.

(a) FINDINGS.—The Congress finds that:

(1) The Budget Enforcement Act of 1990 exempted from the
discretionary spending limits and the Pay-As-You-Go require-
ments for entitlement and tax legislation funding requirements
that are designated by Congress and the President as an emer-
gency.

(2) Congress and the President have increasingly misused
the emergency designation by—

(A) designating funding as an emergency that is neither
unforeseen nor a genuine emergency, and

(B) circumventing spending limits or passing controver-
sial items that would not pass scrutiny in a free-standing
bill.

(b) SENseE oF ConNGREss.—It is the sense of Congress that Con-
gress should study alternative approaches to budgeting for emer-
gencies, including codifying the definition of an emergency and es-
tablishing contingency funds to pay for emergencies.

SEC. 9. SENSE OF CONGRESS REGARDING PRIVATIZATION OF THE
STUDENT LOAN MARKETING ASSOCIATION (SALLIE MAE).

(a) FINDINGS.—The Congress finds that:

(1) The Student Loan Marketing Association was established
in 1972 as a government-sponsored corporation dedicated to
ensuring adequate private sector funding for federally guaran-
teed education loans.

(2) Since 1972, student loan volume has grown from
$1,000,000,000 a year to $25,000,000,000 a year. The Student
Loan Marketing Association was instrumental in fostering this
expansion of the student loan program.
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(3) With securitization and 42 secondary markets, there cur-
rently exist numerous alternatives for lenders wishing to sell
or liquidate their portfolios of student loans.

(4) Maintaining Student Loan Marketing Association as a
Government-sponsored enterprise exposes taxpayers to an un-
necessary liability.

(b) SENSeE oF CoNGREss.—It is the sense of Congress that the
Student Loan Marketing Association should be restructured as a
private corporation.

SEC. 10. SENSE OF HOUSE OF REPRESENTATIVES REGARDING DEBT
REPAYMENT.

It is the sense of the House of Representatives that—

(1) the Congress has a basic moral and ethical responsibility
to future generations to repay the Federal debt;

(2) the Congress should enact a plan that balances the budg-
et, and then also develops a regimen for paying off the Federal
debt;

(3) after the budget is balanced, a surplus should be created,
which can be used to begin paying off the debt; and

(4) such a plan should be formulated and implemented so
that this generation can save future generations from the
crushing burdens of the Federal debt.

SEC. 11. SENSE OF CONGRESS REGARDING REPEAL OF HOUSE RULE
XLIX AND THE LEGAL LIMIT ON THE PUBLIC DEBT.

It is the sense of Congress that—

(1) rule XLIX of the Rules of House of Representatives (popu-
larly known as the Gephardt rule) should be repealed;

(2) the fiscal year 1996 reconciliation bill should be enacted
into law before passage of the debt limit extension; and

(3) the debt limit should only be set at levels, and for dura-
tions, that help assure a balanced budget by fiscal year 2002
or sooner.

SEC. 12. SENSE OF CONGRESS REGARDING THE BUDGETARY TREAT-
MENT OF THE ADMINISTRATIVE COSTS FOR DIRECT
LOANS.

(a) FINDINGS.—The Congress finds that the Federal Credit Re-
form Act of 1990 understates the cost to the Government of direct
loans because administrative costs are not included in the net
present value calculation of Federal direct loan subsidy costs.

(b) SENSE oF CoNGREss.—It is the sense of the Congress that the
cost of a direct loan should be the net present value, at the time
the direct loan is disbursed, of the following cash flows for the esti-
mated life of the loan:

(1) Loan disbursement.

(2) Repayments of principal.

(3) Interest costs and other payments by or to the Govern-
ment over the life of the loan after adjusting for estimated de-
faults, prepayments, fees, penalties, and other recoveries.

(4) In the case of a direct loan made pursuant to a program
for which the Congressional Budget Office estimates that for
the coming fiscal year (or any prior fiscal year) loan commit-
ments will equal or exceed $5,000,000,000, direct expenses, in-
cluding expenses arising from—
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(A) activities related to credit extension, loan origina-
tion, and loan servicing;

(B) payments to contractors, other Government entities,
and program participants;

(C) management of contractors;

(D) collection of delinquents loans; and

(E) write-off and close-out of loans.

SEC. 13. SENSE OF THE CONGRESS REGARDING COMMISSION ON THE

SOLVENCY OF THE FEDERAL MILITARY AND CIVIL SERV-
ICE RETIREMENT FUNDS.

(@) FiINDINGs.—The Congress finds that the Federal retirement
system, for both military and civil service retirees, currently has li-
abilities of $1.1 trillion, while holding assets worth $340 billion and
anticipating employee contributions of $220 billion, which leaves an
unfunded liability of $540 billion.

(b) SENSE oF CoNGREss.—It is the sense of the Congress that a
high-level commission should be convened to study the problems
associated with the Federal retirement system and make rec-
ommendations that will ensure the long-term solvency of the mili-
tary and civil service retirement funds.

O



